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L INTRODUCTION
The Central Oregon & Pacific Railroad, Inc. (*CORP”) respectfully submits this

Response to the Oregon International Port of Coos Bay’s (“Port’s™) Feeder Line Application
(“Application”) for authorization to acquire CORP’s line of railroad between Milepost 763.130
ncar Cordes, Oregon and Milcpost 652.114 near Danebo, Oregon (“Coos Bay Subdivision” or
“Line™). As the Board knows, CORP is currently sccking abandonment authority for the 94-mile
portion of the Coos Bay Subdivision between Milepost 669.0 near Vaughn, Oregon and Milepost
763.13 ncar Cordes, Oregon (the “Abandonment Segment”). See Docket No. AB-515 (Sub-No.
2). CORP is willing to sell that portion of the line—and the portion of the Coos Bay Subdivision
between Milepost 669.0 near Vaughn and Milcpost 652.114 near Dancbo (the *“Vaughn-Danebo
Scgment™)—to the Port or another party who may come forward in the abandonment procceding,
so long as the purchaser compcnsatcs CORP for the constitutional minimum value of the line. It
is on this point that CORP principally objects to the Port’s Application in this procceding. While
the Port has rcpresented that it has amassed considerable financial resources (totaling more than
$31 million) to acquire, rehabilitate and operate the Line, and that it 1s “willing to spend 1ts last

dime on saving rail service,”’ 1ts Application offers to pay only $9,811,100 — a merc fraction of
the actual Net Liquidation Valuc (“NLV”) of the Line. Indced, the Port’s actual offer is even
less than the cut-rate price it offers, because the Port asks the Board to take the unwarranted and
unprecedented step of requiring CORP to perform {or to pay for) millions of dollars of tunnel
repairs before selling the Linc to the Port. In this Response, CORP presents a reasonable,

conservative estimate of the NLV of the Linc that is well-supported by the evidence—including

actual offers to purchase the track asscts on the Linc at fair market prices that dwarf the

! Supplemental Verified Statement of Jeffrey Bishop at 10.
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estimated values for those assets claimed by the Port. The Board should adopt CORP’s NLV
evidence and reject the Port’s grossly understated NLV estimate.

As noted above, the Board 1s considering the Port’s Application concurrently with
CORP’s pending application for authonty to abandon the Abandonment Segment in AB-515
(Sub-No. 2).2 On Scptember 21, 2007, CORP embargoed portions of the Coos Bay Subdivision
south of Vaughn, Oregon because of unsafe conditions in three tunnels on the Linc. CORP’s
safety concerns were based on multiple timber sct failurcs and rock falls, the collapse of one of
the tunnels during repairs, and a dctailed report by an expert geotechnical firm. Immediately
after the cmbargo, CORP’s judgment that the condition of the tunnels warranted an embargo was
confirmed by the Federal Railroad Administration (“*FRA™). Subsequent to the embargo, CORP
negotiated with shippers and statc government officials for several months 1n an attempt to
secure funding that would both enable tunnel repairs and alleviate the significant opcrating losses
on the Line. When it became clcar that CORP would not be able to forge a partnership of
intcrested stakcholders to preserve service over the line, CORP initiated the abandonment
process. CORP’s abandonment application was filed on July 14, 2008 and is currently pending
before the Board.

The Port’s Application provides further support for CORP’s application for abandonment
authority. The Port and CORP agree that the Line is not financially profitable and has no value

as a going concern. According to the Port, CORP’s operating costs on the Line “substantially

2 While there is considerablc ovcrlap between the rail lines at 1ssue in the two proceedings, they
involve somewhat diffcrent lincs. In particular, the Port’s Feeder Line Application seeks
authority for a forced salc of the Vaughn-Danebo Segment—a line that was not embargocd, that
CORP continucs to scrve, and for which CORP 1s not seeking abandonment authority. In
addition, CORP’s Application in AB-515 (Sub-No. 2) seeks authority to discontinue service over
portions of the Coos Bay Subdivision that CORP leases from Union Pacific Railroad Company
(“UP”). That requested discontinuance of service is not implicated by this Feeder Line
proceeding.
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exceed its revenuc” (Application at 23) and “the Linc is clcarly uncconomic.” (Id at 27). CORP
agrees with that assessment, and for those reasons 1t should be granted authority to abandon the
line. As the ample authonty cited in CORP’s abandonment application and long accepted by the
Board makes clear, “a carrier cannot be compelled to carry on even a branch of business at a
loss.” Brooks-Scanlon Co.v R.R Comm'n of La , 251 U.S. 396, 399 (1920) (Holmes, 1.); see
also Purcell v. United States, 315 U.S. 381, 385 (1942) (if costs *““cannot be justificd in terms of
the reasonably predictable revenues, . . . the expenditurcs arc wastctul” and contrary to “a stated
purpose of the Transportation Act”), quoted in Meyer v. N. Coast R R Auth , STB Fin. Docket
No. 34337 (served July 27, 2005) (“a carrier cannot legitimatcly be required to cxpend moncey to
rehabilitate a line where it will lose money on the operation™); Gibbons v. United States, 660
F.2d 1227, 1233 (7th Cir. 1981) (*{A] railroad cannot be compelled to continue unprofitable
operations indefimtely.”). Indeed, the Supreme Court has held that “to compel {a railroad] to go
on at a loss™ would effect an unconstitutional taking of property. R.R. Comm'n of Tex. v. E. Tex.
R. Co,264 U.S. 79, 85 (1924).

CORP is willing to sell the Coos Bay Subdivision to thc Port or to another offeror. But
such a sale must be for no less than the constitutional mimimum value of the Line. While 1t has
represented that 1t has the ability to sccurc over $31 mullion in funds, the Port has grossly
understated the NLV of the Line. If the Port wishes to acquire the Line, both § 10907 and the
Constitution’s prohibition on takings without just compensation require the Port to pay what the
line is worth.

The Port has underestimated the NLV of the Coos Bay Subdivision in two ways. First,
the Port has vastly understated the value of the underlying real estate. The appraisal of Port

witness DeVoe is based upon “theories” and “'methodologies™ that have no basis 1n appraisal
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literature and appcar to have been concocted solely for this litigation in order to arrive at the
lowest possible NLV estimate. As decmonstrated below, the Port’s estimate of the NLV of the
real estate—only $910,000 for all of the land along the 111-mule length of the Coos Bay
Subdivision right-of-way—is simply not credible. In contrast, CORP has presented the well-
supported appraisal of an expenenced appraiscr whosc conservative estimate of the NLV of the
real property on the linc is [ ]. CORP’s well-documented estimate should be accepted
over the Port’s appraisal, which is premised on the notion that vast swaths of forcsted, waterfront
and residential land in Western Orcgon are “worthless.™

Similarly, the Port has substantially understated the value of the track assets on the Line.
The Port’s analysis suffers from scveral fundamental flaws, including a failure to account for
current metals prices; a misclassification of the amount of track that can be used as higher-value
relay material; and a significant overstatcment of bridge removal costs. CORP’s estimate of
track asset value corrects thesc crrors, and 1s supported by several independent, arms-length
third-party offcrs to acquire and salvage the track assets on the Line. The highcst of these offers
1s [ ]. The fact that CORP has secured actual purchase offers for the track assets on
the Line from multiple third partics that arc approximately double the Port’s estimated value for
those assets is compclling cvidence that the Port’s valuation is unreliable.

The NLV of the Coos Bay Subdivision 1s [ ]- The Board may not authorizc a
forced sale of the Line for anything less than this constitutional minimum value

IL. LEGAL STANDARD

The Board’s determination in this proceeding requires it to decide three basic questions;
whether the Port 15 a financially responsible person, whether the Line is eligible for forced sale,
and what is the minimum constitutional value of the Line. First, to grant the Port’s Application

the Board must find that it 1s a “financially rcsponsible person” that 1s both “capable of paying
4



PUBLIC VERSION

the constitutional minimum value of the railroad line proposed to be acquired” and *able to
assure that adequate transportation will be provided over the line for a period of not less than 3
years.” 49 U.S.C. § 10907(a). If rehabilitation of the line is necessary prior to commencing
operations, as it is here, the Port must demonstrate that it is financially capable of undertaking
such rehabilitation. Forty Plus Found —Feeder Line Acquisiton—Manhattan Highline, STB
Fin. Docket No 34606, 2005 WL 156801, at *2 (Jan. 25, 2005) (decision of the Director
rejecting application as incomplete), aff"d, Fed. Carr. Cas. 37191, 2005 WL 1389354 (June 13,
2005).

The Board must also find that the Linc is eligible for forced sale, which requires evidence
that 1t was either designated in Category 1 on CORP’s system diagram map or that the “public
convcnicnee and necessity” require or permit the forced sale, /d § 10907(b)(1). While the
Abandonment Segment was placed in Category 1 on CORP’s System Diagram Map on May 8,
2008, the Vaughn-Danebo Segment was not designated as Catcgory 1 track. Therefore, a finding
of “public convenience and necessity” is required for the Danebo-Vaughn segment.’ /d
§ 10907(c)(1).

Finally and most critically, a person acquiring a linc pursuant to § 10907 must pay the
carrier no less than the constitutional minimum valuc of the line. See Sandusky County—Fecder
Line Application—Consol. Rail Corp , 6 1.C.C.2d 568, 570 (1990); sce also San Pedro R.R
Operating Co.—Abandonment Exemption—in Cochise Ctv, AZ, STB Docket No. AB-1081X,
2006 WL 963539, at *3 (Apr. 13, 2006) (“the Board may not set a pricc that is below the fair

market value of the line™); San Joaquin Valley R.R. Co.—Abandonment Exemption—in Tulare

3 As discussed further below, CORP does not agree that public convenience and necessity
require the forced sale of the Vaughn-Danebo Segment, but will not contest the inclusion of that
segment in the sale 1f the Port’s Feeder Linc Application is approved.

5
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Cty, CA, STB Docket No. AB-398 (Sub-No. 7X), ship op. at 3 (Aug. 25, 2008) (hereafter
“SJVR™) (samc). As the Supreme Court has explained, anything less would bc an
unconstitutional taking of the rail carrier’s property. See R.R Comm 'n of Tex. v. Eastern Tex.
R.R. Co., 264 U.S. 79, 85 (1924) (“If at any timc it develops with reasonable certainty that future
[rail] operation must be at a loss, the [railroad] may discontinue operation and get what it can out
of the property by dismantling the road. To compel it to go on at a loss or to give up the salvage
value would be to take its property without the just compensation which is a part of the duc
process of law.”).

Constitutional mimmum value is defined by statute as the greater of the line’s going
concern value and its NLV. 49 U.S.C. § 10907(b)}(1)X2), Chenev R.R Co —Feeder Line
Acquisition—CSX Transp , Inc Linc Between Greens and Ivalee, AL, 5 1.C.C.2d 250, 251
(1989). The Port and CORP agree that the Line is expericncing substantial operating losses and
that NLV is therefore the appropriatc mcasure of the constitutional minimum amount the Port is
required to pay to purchase the Linc in this casc. See Application at 23-25. An NLV in a feeder
line proceeding is determined by the same standards as an NLV for purposcs of an offer of
financial assistance. See Sandusky County, 6 1.C.C.2d at 573. The NLV is the sum of the valuc
of the underlying real estate and the net salvage valuc of track and materials (gross salvage value
less cost of removal) Id In other words, thc NLV is the monectary value of the rail properties on
the line for “their highcst and best non-rail use.” S/VR at 3; Sandusky Countv, 6 1.C.C. 2d at
573; Cheney, 5 1.C.C.2d at 268.

As the applicant in this proceeding, the Port has the burden of proof. See SJVR at 3,
Greenville Cty Econ. Dev Corp.—Abandonment and Discontinuance Exemption—in Greenville

Cty, SC, STB Docket No. AB-490 (Sub-No 1X), Fed. Carr Cas. P 37202, 2006 WL 669615, at
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*2 (Mar. 16, 2006); Cheney, 5 1.C.C.2d at 268. The Board must accept CORP’s valuation
estimates 1n the absence of more reliable and verifiable documentation submitted by the Port.
The Board has noted that it is particularly appropriate to place the burden of proof on the offeror
1n a forced sale proceeding because, whilc the offeror may withdraw its purchase offer at any
time, the rail carner 1s required to sell the linc at the price the Board sets. See S/VR at 3. As the
Board has explained,

“[b]ecause the burden of proof 1s on the offcror, absent probative

evidence supporting the offcror’s cstimates, the rail camer’s

evidence 1s accepted. In areas of disagreement, the offeror must

present more specific evidence or provide more reliable and

verifiable documentation than that which is submitted by the

carrier. If the offeror docs not present such evidence and/or

documentation, then thc Board accepts the carrier’s estimates in

these forced sale proceedings.”
SJVR at 4; see Chicago & N.W. Transp Co —Abandonment Between Ringwood, IL. and Geneva,
Wi, 363 1.C.C. 956, 961 (1981) (“where both offcror and offeree have submitted acceptable
appraisals and where it 1s impossible to determine which valuation 1s more accurate, we shall

accept the figure submitted by the offeree-railroad™).

III. FINANCIAL RESPONSIBILITY

The Port has represented that it has access to significant capital to fund the purchase,
rehabilitate the Line, and undcrtake opcrations over the Line. The Port asserts that it has
$7 million in cash reserves and a loan commitment from Umpqua Bank for $12,500,000. See
Application at 12. In addition, the Port has obtained a $4 million grant from the Orcgon
Department of Transportation that it may use for acquisition and repair of the line. See
Supplement to Application at 11 (filed Aug. 8, 2008). Moreover, legislation is pending beforc
Congress that would permit the Port to use a previously-approved $8 million fedecral grant as

additional capital to acquire and rcpair the Line See id. The Port therefore has represcnted that
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it has $31 5 million of available capital to purchasc the Line—a figure that does not includc the
Port’s promised “continucd cfforts to obtain additional state funding.” Id In addition, the Port
cxpcects to charge a substantial per-car subsidy payment to fund ongoing operations on the Line.
Id. at 10. The Port indicates that the per-car subsidy may be as high as $600 per car for some
commodities. /d

Given these resources, it appears that the Port can well afford to pay the constitutional
minimum value of the Coos Bay Subdivision and perform any necessary rehabilitation of the
Line. And the Port has confirmed that it 1s *“willing to spend its last dime on saving rail service.”
Bishop Supp. V.S. at 10. It should not be overlooked that the Port’s Feeder Linc Application is
predicated on both its ability to assemble funding from government sources and its plan to
charge a significant shipper subsidy. Indeed, the Port’s proposed “‘quasi-partnership” (id. at 9)—
in which service on the Line would be supported by substantial government and shipper
subsidics—i1s conceptually similar to the proposals CORP made to the Port, shippers, and
government authorities in an attempt to restore rail servicc immediately following the embargo.
The Port’s proposal reaffirms what CORP demonstrated in 1ts application for abandonment
authority: that continued service on the Line is not economically feasible in the absence of a
substantial subsidy.

1IV. ELIGIBILITY FOR FORCED SALE

The Port’s Application sccks a forced sale of two segments of railroad that are very
differently situated The Abandonment Segment betwcen Cordes and Vaughn has been
designated as Category 1 track, is the subject of a pending abandonment procceding, and has
been embargoced since September 2007. Pursuant to 49 U.S.C. § 10907(b)(1)(A)1i), this
Category 1 segment is eligible for a forced sale regardless of whether the Board makes a finding

of public convenience and necessity. The Port’s complaints about the embargo and supposedly
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poor pre-embargo service on that segment are irrelevant—bcecausc the line segment was
designated as Category 1 track, any financially responsible person 1s eligible to purchase it for its
constitutional minimum value.

In contrast, CORP did not dcsignatc the Vaughn-Danebo Segment as Category 1 track, is
not seeking to abandon that scgment, and 1s currently serving shippers on that segment. CORP
strongly disputes the Port’s claim that service on this segment has been inadequate or that the
public convenience and necessity require a forced sale. Representative DeFazio and Senators
Wyden and Smith have stated that without this scgment *“future service from the Oregon coast to
Union Pacific’s mainline in Eugene [would be] impossible.” Stmt. of Rep. DeFazio & Sens.
Wyden & Smith of Aug. 18, 2008. While CORP does not agree that servicc on the line would be
“impossible,™ as counsel for CORP indicated to the Board in the heanng of August 21, 2008, it
makes operational scnsc to include the Vaughn-Danebo Segment 1n any forced salc of the Line.
However, CORP 1s only willing to scll that line segment at 1ts constitutional minimum value.

V. NET LIQUIDATION VALUE

The major area of contcntion between the Port and CORP in this proceeding is the NLV
of the Line. The Port’s NLV cstimatc is bascd on the ludicrous assumption that 83% of the rcal
property along the Line 1s totally worthless—including all of the land 1n several cities and towns,
and more than 90% of all the timber properties along the Line. The Port’s land NLV estimate is
predicated upon unsupported “theories” designed to minimize the value of residential and
forested propertics. The Port also attempts to minimize the nct salvage value (NSV) of the
Line's track assets by, infer alia, cherry-picking a date for its steel value quotcs that was well
before 1its filing, in order to try to avoid the effects of currcnt steel prices. The Port further
attempts to discount the constitutional minimum value by grossly overestimating bridge removal

costs—costs that may not cven be necessary and which 1in any event would not approach the

9



PUBLIC VERSION

enormous sums claimed by the Port. By contrast, CORP presents a well-supported, conservative
estimate of the value of real estatc along the Line, and multiple analyses supporting its estimatc
of the net salvage value of track materials.

The Board compares the two estimates of NLV of the Linc in the context of the burden of
proof, which the Port must bear. It bears repeating that “[b]ecause the burden of proof is on the
offcror, absent probative evidence supporting the offcror's estimates, the rail carmer's evidence is
accepted.” SJVR at 4. Wherc the parties disagree the Port “must present more specific cvidence
or analysis or provide more reliable and verifiable documentation than that which is submitted by
[CORP].” I/d. The Port has not come closc to satisfying this standard. The Board should accept
CORP’s estimate of NLV, which 1s better grounded in traditional valuation mecthods and actual
market values, and has stronger cvidentiary support.

A. CORP’s Real Property NLV Estimate 1s More Reliable Than The Port’s
Estimate.

1. Port Witness DeVoe Employs A Faulty And Inconsistent
Methodology.

Mr. DeVoe's appraisal of the land underlying the Line suffers from numerous
methodological flaws and inconsistencics that render his conclusions unreliable. In the text of
the Feeder Line Application, the Port represents to the Board that “[flor each Valuation Unit, Mr.
DeVoc developed a unit price by using an across-the-fence valuation methodology.”

Application at 20 (emphasis added). However, witness DeVoe did not do any such thing.
Instead, in estimating the value of both residential and timbered property, witness DeVoe
intentionally ignored the values that the across-the-fence (ATF) methodology indicated 1n favor
of his own “theones” and personal opimons Rex VS at 6 There are a number of other fatal

flaws in witness DeVoe's appraisal, including his failure to consider title, his failure to 1dentify

10
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any comparable residential sales 1n all but one community along the Line, and his failure to
physically inspect most of his “comparable™ sales. See V.S. Rex.

a. Witness DeVoe Failed to Consider The Status of CORP?s Title.

The fact that witness DeVoe failed even to consider the title status of the property makes
his appraisal fundamentally flawed. The Board has considered title status to be a vital element of
the NLV, assigning *value only to land to which a railroad holds marketable title.” San Pedro
R.R. Operating Co., LLC--Abandonment Exemption—In Cochise County, AZ, STB Docket No.
AB-1081X, 2006 WL 963539, at *4 (April 13, 2006), sec also Keokuk Junction Ry. Co.—Feeder
Line Acquisition—Line Of Toledo Peoria & W. Ry. Corp., STB Fin. Docket No 34335, slip op.
at 19 (Oct. 28, 2004) (dctermining that a title opinion prepared by a real estate attorney licensed
in the state of the subject line “based on an analysis of the dceds” was a more rchable basis for
identifying appraisal area than a naked assertion of fee title). Mr. DcVoc states that he was not
provided with a title report, and therefore ““assumed that [CORP] owns the unencumbcred fee-
simple title to the subject [land].” DeVoe Appraisal at 5. Howcver, witness DcVoc's failure to
considcr title cannot be attributed to a lack of available information—the valuation map files
included in the Port’s Feeder Line Addenda disk included titlc data. Witness DeVoe simply
chose not to consider that information. By contrast, CORP cngaged Patricia Chapman, an
expericnced Oregon-licensed real cstate attorney, to assess the title status of each enumerated
parcel identified in Mr. Rex’s appraisal. V.S Chapman at 2.

Witness DeVoe's failure to consider the 1ssue of title led him to assign values to
significantly more land than CORP owns in fee. Rex V.S. at 7. While Mr DeVoe might attempt
to mimimize this error on the grounds that 1t “favors” CORP, it is nevertheless indicative of the
sloppy and unreliable naturc of thc DeVoc Appraisal. Witness DeVoe's failure to examine title

records also required him to speculate about the boundarics of many parcels. See DeVoe

11
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Appraisal at 5-7, 9. Had Mr. DeVoe bothered to consult the Valuation Maps that he had in his
possession, he would not have had to engage 1n such guesswork.

b. Mr. DeVoe Did Not Identify ANY Comparable Sales for Many
Communities.

While the Port’s Feeder Line Application claims (at 20) that Mr. DeVoe applied an ATF
methodology to each Valuation Unit, DeVoe did not, 1n fact, do so. Indeed, he did not identify
any comparable sales for residential land in most communitics, as required to perform an ATF
valuation, which after all depends on looking at comparable salcs **across the fence.” Indeed, the
only comparable sales offered by Mr. DeVoc to support his appraisal of residential land across
the 111-mile feeder Line Segment are four (supposedly) comparable sales, two 1n Swisshome, a
small town of 320 people, and two 1n Deadwood, a small town of 502 people located milcs away
from the Line, both in Lane County Mr. DeVoe did not present any comparable sales of
residential property anywhere in Coos or Douglas Counties, nor did he do so for larger towns
such as Veneta, Mapleton, Florence, Reedsport, and Lakeside. Whether or not Mr. DcVoe truly
believes his repeated assertion that “no [comparable] sales in the area were found to provide a
basis for matched pair analysis” (see, e.g., DeVoe Appraisal at 166, 169, 173-174), his failurc to
offer any comparable sales data to support his appraisal of residential land renders that appraisal
worthless. As witness Rex shows, there was no shortage of available residential sales for
comparison purposes 1n the communities along the Line.

Remarkably, Mr. DeVoe attempts to dismiss this fundamental shortcoming in his analysis
as “of little consequence because although the location 1s different the market charactenstics are
csscntially the same.” DcVoe Appraisal at 169. As Mr. Rex statcs, “the threc most important
characternistics in real estate valuation are ‘location, location, and location.” Rex V.S. at 8. Mr.

DeVoe’s suggestion that location does not matter in valuing residential property 1s absurd on its
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face. Moreover, Mr. DeVoe's decision to base his analysis of all residential land along the 111-
mile Coos Bay Subdivision on a few comparable sales in Swisshome does not appear to be
coincidental. Swisshome has the lowest per-acre residential property value of any community
along the Feeder Linc Scgment (approximately [ ] per acre). By contrast, the comparable
salcs data presented by witness Rex indicate that the per-acre value of residential land 1s
approximately [ ] in Coos County, and [ ] in Lakeside. Rex V.S. at 8, and

[ ]in Vencta. Rcx Appraisal at 11, 25-26. Mr. DcVoe’s fatlure to take such substantial
differences between communities into account renders his analysis of residential property
mecaninglcss.

Mr. Rex presented comparable sales of residential property 1n virtually all of the
communities along the Feeder Linc Segment, and he based his appraisal on analysis of ATF
valucs specific to each community. Rex V.S, at 8. The fact that Mr. Rex based his appraisal on
ATEF values obtained from analysis of community-specific comparable sales, while Mr. DeVoce
did not, renders Mr. Rex’s appraisal much more reliable.

Mr. DeVoe's appraisal of timber properties suffers from the same fundamental flaw.
Witness DeVoc identified only 5 comparable sales of timber properties, all in Lane County. He
then proceeded to ignore even those few comparables, declaring that more than 1,000 acres of
forested land along the Line arc “worthless.” The fact that Mr. DeVoe based his appraisal on
such thin comparable sales data shows that Mr. DeVoe’s claim to follow ATF methodology is a
sham.

e. Mr. DeVoc Did Not Inspect Many Of His Comparable Sales.

The reliability of the DeVoe Appraisal is further cast into doubt by Mr. DcVoc’s failurc
to actually inspect the very few properties that he offers as “comparable sales.” Claiming that

“[i]n general, the rurally located comparable sales were not viewed in person due to lack of
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accessibility,” Mr. DeVoe excuses this failure on the grounds that “often little meaningful
information can be glcancd from roadsidc inspection due to tree cover and topographic
constraints.” DcVoc Appraisal at 4. As Mr. Rex explains:

This excuse makes no sense; somec¢ of thc most important

information to be gleaned from a physical inspection of

comparable sales is whether therc arc topographic constraints and

what the tree cover is like. A physical inspection of comparable

sales 1s also necessary to find out whether there are improvements

on the property and to determine if the necighborhoods in which the

subject property and the comparable sale are located have similar
characteristics.

Rex V.S. at 8-9 (emphasis added). By contrast, either Mr. Rex or his associate, Cameron Rex,
physically inspected all accessible sales that Mr. Rex relied upon 1n conducting his appraisal.
Rex V.S. at 9. Mr. Rex and his associate took pictures and made notes on the physical inspection
of these properties, which appear in Mr. Rex’s workpapers.

d. Mr. DeVoe Failed To Apply Consistent Valuation Methodology.

Mr. DeVoe professes to agree with Mr. Rex that “the best starting point for estimating the
subject’s base value 1s the across-the-fence (ATF) valuc.” DcVoc Appraisal at 70; Rex V.S. at 9.
Mr. Rex fully explains the ATF methodology 1n his venfied statement. Rex V.S, at 9. However,
whilc the Port and Mr. DeVoe claim that DeVoe’s appraisal 1s based on ATF methodology, Mr.
DeVoe does not actually apply an ATF methodology in valuing most of the land along the Line.
Rex V.S. at 10. He attempts to justify his departures from ATF value on the grounds that
(according to him) “the encumbered subject can generally be considered to contribute potential
value at a lesser rate than ATF values.” DeVoe Appraisal at 70. For cxample, 1n cstimating the
value of residential property, Mr. DeVoc eschewed any analysis of the values indicated by the
ATF methodology 1n favor of his so-called “basc homecsitc theory;” which is premised on the

{nonsensical) notion that a purchaser of residential propcrty will be willing to pay no more than a
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minimal amount for any acreage in excess of the mimmmum required by law for a “base
homesite.” DeVoc Appraisal 71.

Likewise, in Valuation Unit 3 (“Forest Nominal™), Mr. DcVoe disregarded entirely the
ATEF values indicatced by his comparable sales data, saying that “[a]lthough thc market data
presented here has little dircet relevance to this Valuation Unit, 1t was judged worthwhile to
include here to cxemplify the range of ATF values to help put the nominal value [of $0]
conclusion in perspective.” DeVoe Appraisal at 109 (emphasis added). And while Mr. DeVoe
purported to apply ATF mcthodology in valuing industrial land along the Linc, he applicd an
across-the-board discount of 50% from ATF value because of certain rights reserved by Southemn
Pacific Transportation Company (*SPT") in the original conveyance of the railroad to CORP,
without any support based on Oregon law or market evidence that such a discount is warranted. 4

As Mr. Rex explains, “[1]t 1s not a proper application of the ATF appraisal methodology
to ignore altogether the valucs indicated by comparable sales data.” Rex V.S.at 11. [n

conducting his appraisal, Mr. DeVoe substituted for market cvidence his personal opinion that all

of the forested land in Valuation Unit 3—more than 1,000 acres—is worthless to adjacent
property owners. Mr. Rex articulates a number of reasons why adjacent property owners
purchase scctions of former corridors, and explains that any adjustments to ATF values must be
supported by markct data in a propcr appraisal. Rex V.S. at 11.

Mr DeVoc not only violated accepted principles of land appraisal, he also ignored the
expenience of George Ross, an expert 1n rail corridor disposition, upon which DcVoc purported
to rcly for insights regarding the disposition of railroad right-of-way. DeVoe Appraisal at 72.

As Mr. DcVoce's workpapers indicate, Mr Ross advised that it is his company’s “policy [] to

4 As discussed below, the Venfied Statement of Todd Cecil conclusively debunks the notion that
any discount should be applicd on account of the easements reserved by SPT.
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accept no less than ATF values.™ See Rex V.S., Attachment 5. Notwithstanding this sound
advice, Mr. DeVoe substituted his own subjective judgments about the value of the subject land.
Mr. DeVoe’s failure to adopt and apply any coherent methodology in conducting his appraisal
should lead the Board to reject it outright.

2. Mr. DeVoe’s “Base Homesite Theory” Is An Unsupported Artifice
Invented To Minimize His Valuation Of Residential Property.

Mr. DeVoe’s appraisal of residential property along the Line 1s based upon a novel theory
he calls the “basc homesite theory.” The “base homesite theory™ posits that residential properties
“generally contribute at a low rate relative to an overall homesite value [as] remainder analogous
to agricultural or open space values.” DeVoe Appraisal at 146. As Mr. Rex explains, Mr.
DeVoe’s irrational “base homesite theory™ 1s without any basts 1n either appraisal theory or
practice Rex V.S._at 13-14. Indeed, Mr. Rex testifies that “in my 34 years of appraising land,
teaching appraisal courses and researching the appraisal literaturc, ] have never heard of the
‘base homesite theory.”” Rex V.S. at 13 (emphasis addcd).

Mr. DeVoe’s theory defies both logic and market reality. Indeed, Mr. Rex testifics that
“[1]t takes no more than a glance at the comparable salcs for rural residential properties in [Lane
and] Coos Count[1es] to see that witness DeVoe’s basc homcsite theory has no validity.” Rex
V.S. at 14-15. The comparable sales presented by Mr. Rex include two comparable salcs
involving the very same buyer, whose purchase of two different size parcels a few months apart
show that the buyer valued a 1-acre lot at very close to the same price per acre as it did the
smaller “base homesite” of 0.14 acres. Rex V.S at 15 Indeed, one of the property salcs Mr.
DcVoc uscs as an excmplar of his theory actually refutes it: the 0.23 acre property in Swisshome

is actually two side-by-side 1/10 acre lots. DeVoe Appraisal at 150. If Mr. DeVoe's theory had
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any validity, the purchaser would not have agreed to pay nearly $65,000 to acquire twice as
much land as the law required to build a home in that part of Swisshome.

Even if the “base homcsitc thcory™ were valid—and it is not—MTr. DeVoe’s mcthodology
to apply that theory is a transparent device to devalue the residential land along the Line. Mr.

DeVoe applied his theory in the following manner:

e DecVoc identified two land sales in each of Swisshomce and Dcadwood, OR, which
he characterizes (without any analysis) as “matched pairs™.

» the first “matched pair™ is a 0.23 acre property, consisting of two adjoining
lots (one with a small home) in the main residential section of Swisshome
located next to the CORP rail line (RR-1) and a 7-acre parcel in another
part of Swisshome further away from the line (RR-2); and

» the second “matched pair” 1s a lot of 0.75 acres in the main residential
area of Dcadwood (RR-3) and an 8.11 acrc plot located between
Deadwood and Greenleaf OR (RR-4). Ncither Dcadwood nor Greenleaf is
located along the CORP night-of-way.

o For each “matched pair,” witness DeVoe subtracted the price of the smaller
property from the price of the larger property. For example, in Swisshome, he
subtracted the price of the 0.23-acre lot (865,000) from the price at which the 7-
acre lot sold ($100,00). He then divided the pricc difference ($35,000) by the
number of acres 1n the larger parccl (7) to determine a price of $5,000 per acre for
the (supposedly) “cxcess™ property contained in the larger parccl.

s Based upon this subtraction methodology, witness DcVoe determined that the
average diffcrence for both matched pairs was approximatcly $7,500 per acre.
Without any explanation, witness DeVoe asserts that his calculations “provide[]
good support for the value that the rural residential market places on area in
excess of the base homesite area.” DeVoe Appraisal at 157.

e DeVoe then discounted the $7,500/acre value that he denived for “‘excess” acreage
by 50%, to $3,750 per acre, because (according to him), “the subject is so heavily
encumbered by the SPTC easements/reservations.” 7d. (In part E below, |
demonstrate why this discount is not supported by market evidence )

¢ Finally, without even considering the per-acre value of a “base homesite™ or
larger residential parcels in any other community, witness DeVoce applicd the
price for “excess” acrcage that he calculated for Swisshome ($3,750 per acre) to
all residential property along the entire 111-mile Coos Bay Subdivision.
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DeVoe then compounds error with fancy by applying the value he derived from
Swisshome, where real estate values are lower than anywhere else along the Line, to all other
residential areas, claiming that “no sales in the area were found to provide a basis™ to support his
unfounded theory. See, e g., DeVoe Appraisal at 166. This figure bears rcpeating: DeVoe sets
the value of residential land along the rivers and dunes of the Oregon Coast at $3,750 per acre.
DeVoe Appraisal at 157. Mr. Rex explains that DeVoe’s methodology employed to apply his
fanciful basc homesite theory is unsound, showing that the theory is “an apparent artifice to
devalue all of the residential land along the Feeder Line Segment ™ Rex V.S. at 16.

Mr. Rex’s testimony 1dentifies numerous fatal flaws with this “base homesite
mcthodology.” First, Mr. Rex explains that the matched-pair analysis as it is done by Mr. DeVoe
is not a statistically valid concept. Rex V.S. at 17. Second, the propertics Mr. DeVoce
characterizes as “matched pairs” in applying his price subtraction methodology are not
“matched” in any meaningful sense. Rex V.S. at 18. Third, Mr. DeVoe offers no evidence
whatsoever that the purchasers of the larger lots in his matched pair analysis actually considered
the value of a “base homesite™ separately from the value of the land, or intended to pay a
substantial sum for a “basc homesitc” and a mimmal amount for the additional land they
purchased. Rex V.S. at 18. Fourth, witness DeVoc's asscrtion that the four dissimular propertics
in Swisshome and Deadwood were the only “matched pairs” of comparable sales available
anywhere along the right-of-way is simply not credible. Rex V.S. at 19. Indced, Mr. Rex's
appraisal idcntifics comparablc salcs data in virtually all communitics along the Line.

Fifth, even if the application of Mr. DeVoe's base homesite mcthodology in Swisshome
were otherwise valid, the resulting per-acre value for “excess™ land 1n Swisshome cannot

legitimately be applicd to residential property in other communitics along the Feeder Line
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Scgment. Witness DcVoe contends that his failure to identify matched pairs of residential land
in cach community for analysis under his base homesite methodology “is judged to be of little
consequence because although the location is different the market charactenstics are essentially
the same.” See, e.g. DeVoe Appraisal at 166, 169,174 (emphasis added) This assertion reflects
a total lack of understanding of the residential real estate market in the communities along the
Line, where valucs vary widely. Rex V.S. at 20. As stated above, the comparable salcs data that
Mr. Rex identified in his appraisal demonstrate that the value of rural residential property 1s
approximately $[ ] per acre 1n Coos County (Land Use 27); $[ ] per acre in Lane
County (Land Use 1); and $[ ] per acre in the community of Lakeside (Land Use 26). Mr.
DeVoe's decision to use values based upon application of his “base homesite methodology™ to
Swisshome—which has the lowest property values of any community along the Linc—as the
basis of all residential property appears to be intentionally designed to produce the lowest
possible valuc. By contrast, Mr. Rex developed location-specific ATF valucs, supported by
comparable sales, for each individual community along the right-of-way. Mr. DeVoe’s appraisal
of residential property should be rejected by the Board outright.

3. Mr. DeVoe Creates A “Forest Nominal” Category Which He

Incorrectly Declares Worthless And Incorrectly Applies To
Residential Property.

In addition to the general methodological problems with DeVoe's appraisal, the
shortcomings with DeVoe’s appraisal become apparent when considering the sheer amount of
land that 1s assigned $0 value: 1,466.89 acres out of 1,741.52 acres total, or 83%. DeVoe
Appraisal at 76; Application at 21. One of the mechanisms employed to arrive at this high
proportion of “worthless™ land was to create a valuation category that Mr. DeVoe calls “Forest
Nominal,” or Valuation Unit 3, for which DcVoe claims “cssentially no value is judged to exist.™

DeVoe Appraisal at 87. Mr. DeVoe then applics this “Forest Nominal™ category as a broad
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brush, painting more than 1,000 acres—including properties that are properly classified as
“residential” rather than “forest™—as “worthless.” These errors make Mr. DeVoe’s appraisal
unreliable.

a. Mr. DeVoe Declares The Vast Majority Of Timber Land Along
The Feeder Line Segment To Be Worthless.

While Mr. DeVoe identifies 1,137 acres of forested timber land, he assigns $0 value to
1,032 of those acres, categorizing them as “Forest Nominal” (Valuation Unit 3). DeVoe
Appraisal at 76. According to Mr. DeVoe, “essentially no value is judged to exist” for any of
this forested land. DeVoe Appraisal at 87. This judgment is not based upon an ATF analysis of
the subject property (or, for that matter, on application of any other recognized appraisal
methodology). While Mr. DeVoe briefly mentions 5 comparablc sales in his discussion of this
valuation section, he 1gnores what those comparable sales tell him. See DeVoe Appraisal at 97-
108. Instcad, Mr. DeVoc relics on mere ipse dixit in asserting that “abutting lands are forest-
oriented properties that have no likely use for the subject due to 1ts lack of timber rights, pipe and
communication line easement and presence of ballast.” DeVoe Appraisal at 87. DeVoe explains
this assumption by stating: “[i]t is understood that all of the abutting lands have existing access
and no likely situations were uncovered where the subject would offer a significant benefit to
abutting properties in terms of accessibility.” DcVoc Appraisal at 87 (cmphasis added). None of
these reasons supports DeVoe’s SO valuation.

First of all, as witness Cecil explains, CORP does own timber rights on its land in
Douglas County; CORP repurchased those rights from UP 1n 1998. Cecil V.S. at 2-3. Nor
would CORP’s lack of timber rights in Lanc and Coos counties make CORP’s forested land 1n
these countics worthless. If there were harvestable timber on the property 1n Lane or Coos

Countics it would be a simple matter for the adjoining landowner to purchasc the subject land
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from CORP and the related timber rights from UP, which has never excrcised thesce rights. See
Rex Appraisal at 29-30.

Nor does the existence of the pipcline and communication easements have any relevance
to the value of timber property. Mr. Cecil testifies that thosc cascments have never been
exercised in the fourtcen years that CORP has owned the Line, and UP 1s unlikely to use them in
the future. Cccil V.S. at 8-9. Indeed, DeVoe admats that the subject property “docs not have
reasonable potential for pipclinc or communication linc uses.” DeVoe Appraisal at 11. Even if
there were a possibility that these easements could be used in the future, the presence of such
facilities would not preclude harvesting timber on the subject property (or using the subject
property in connection with harvesting activities on adjacent land). Thercfore, these casements
would have no bearing on the subject land’s utility to adjoining forcst properties.

As Mr. Rex explains, in those cases where the subject bisects large forest holdings, the
subject land could be useful to the surrounding owner as a logging road, for which the presence
of ballast would be a benefit rather than a detriment. Rex V.S. at 22. The subject land is
particularly well suited for conversion to a road, since the land has already been cleared and has
ballast. /d. The subject land would also allow owners of bisccted holdings contiguous
ownershil; of their land, so that onc portion of the bisected land could be easily accessed from the
other without trespassing on another person’s land. Id. In thosec areas where the nght-of-way
lics entirely along a preexisting road, purchase of the subject land would provide adjoining
owners access to that road. /d.

Moreover, the fundamental notion that forcsted land s “worthless” 1n Oregon, where the
timber industry is a lcading component of the economy, 1s simply not plausiblc. Many of the

valuation scctions identified by DeVoe bisect timber properties that arc owncd by commercial
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forest concerns such as Rosboro LLC (e g.. DeVoe Valuation Sections 62, 181), Roseburg
Resources (e g , DeVoe Valuation Scctions 56-58, 192), and D.R. Johnson Lumber Co. (e.g,
DeVoe Valuation Sections 189-191). See DeVoe Appraisal at 89-94. If timber land had no
utility to these companies, they would be in a different business; in any event, they would not
have purchased land on either side of the Line.

Mr. DeVoe classifies 105 acres as “Forest Desirable,” which DeVoe describes as being
“marketable to abutters . . . due to being residentially oricnted, small in size and/or being
bisected by the subject property.” DcVoc Appraisal at 111. This distinction is nonsensical;
much of the abutting land along the Line that he classified as Forest Nomunal 1s also bisected by
the subject, residentially oriented, or small 1n size, See. e.g.. DeVoe Valuation Sections 40, 41,
56, 57, 117, 156, 181, 192; DeVoe Appraisal at 89, 91, 93, 94. In neither of these Valuation
Units does Mr. DeVoe explain why subject land abutting residential property should not itself be
classificd as residential.

b. DeVoe Misclassifies Residential Land As Forest Nominal In Order
To Minimize His Appraisal.

Having creatcd a convenicnt mechanism for classifying vast propertics as worthless, Mr.
DeVoe compounds his error by misclassifying many properties into this category where the
highest and best use is residential, including many valuation sections where the adjoining parcels
already have residences. Rex V.S. at 26; DeVoe Appraisal at 89-95. Mr. DcVoce also classifies
as “Forest Nominal”—and assigns $0 value to—several parcels where one side of the subject lies
along a road and the other side backs up to a national or state forest. See, e g, DeVoe Valuation
Sections 93a, 102, 106, 108; DeVoe Appraisal at 89-95. DeVoe's mischaracterization becomes
apparent when considering stretches of subject land where DeVoe parsed the subjcct into

alternating residential and worthless sections, as he did in Brickervillec and Maplcton. Rex V.S.

22



PUBLIC VERSION

at 27. The following table 1llustrates how Mr. DeVoe subdivided six milcs of the subject from
Milepost (MP) 699.75 to MP 706.08 into 21 scctions of alternating value (residential sections

were assigned to Valuation Unit 7 and are shaded). See Rex V.S. at 36-37, table 5.

Table 5: DeVoe Valuation Sections from Brlckerville_to Mapleton

..Sectionfagy:MP:Start. .. MP, '- ValiUnites: hel e S

93a 699 75 70162 3
93b 700 40 1 No Value

95 701 90 1 No Value $0 00

96 701.82 702,14 2 Nominal $0.00

97 [702814} 702525} {F38) $5%1175'00]

98 702 25 702.80 3 Forest Nomnal $0.00
100 702 86 703.60 4 Forest Desirable . $1,668 50
102 703.72 703.77 3 Forest Nominal 0.64 $0 00
104 703.90 704 20 3 Forest Nominal $0.00
106 704.36 704.74 3 Forest Nominal b44 $0.00
107 2.04%74] [7.05'CANN7 $24%312700,
108 705 04 705.44 3 Forest Nominal 127 $0 00
31.09] [205%44] EES 7 $1.01087250)]
110 705 55 70555 1 No Value 023 $0 00
111 705 55 70591 3 Forest Nominal

20608 /AR esidential

As Table 5 from Mr. Rex’s verified statement shows, Mr. DeVoe parsed the subject line
into alternating residential and nominal sections in Brickerville and Mapleton. See DeVoc
Appraisal at 83, 91, 145-46. As Mr. Rex explains, this type of altemating valuation is not market
supported. Rex V.S. at 37. The only rationalc offcred for valuing the alternating sections as
non-residential is that the abutting properties do not actually have houses built on them. As Mr
Rex explains, this is not a vahd justification when, as here, the subject land lies between other

residential parccls and is otherwise entirely suitable for residential purposes. Rex V.S. at 37.
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The above table 1llustrates the lengths to which Mr. DeVoe went to ignore what the ATF
comparables told him, and exposes the arbitrariness of DeVoe's appraisal methodology.

4. Mr. DeVoe Applies A 50% Discount Or More To Property Subject To
SPT Easements Without ANY Market Support.

Mr. DeVoe further undermines the reliability of his appraisal by applying an unsupported
50% discount or more to the base value of all subjcct property (with few cxceptions). Sce
DeVoe Appraisal at 157, 166, 169, 174, 192, 209, 224, 240.> Mr. DeVoe attempts to justify this
massive discount as the result of the following SPT rctained rights on the Line: water rights,
timber rights, mineral nights, and communications and pipclinc cascment. DcVoe Appraisal at
10. There is also a restriction on erecting a permanent building, structure, or fence 1f it would
interfere with cxisting or planned communication or pipeline facilities.® DeVoe Appraisal at 10.
According to Mr. DeVoe, those reservations greatly diminish the utility of CORP’s right-of-way
to any potential purchaser and, 1n his judgment, support an across-the-board reduction of 50% of
the value of virtually all of the right-of-way land. Mr. DcVoe’s judgment is unsupported by his
analysis or by real-world experience.

Witness DeVoe's discount cannot be justified on the basis of the timber rights reserved
by SPT. As witness Cecil shows, CORP re-acquired the timber rights for Douglas County from
UP in 1998. Cecil V.S. at 2. The Timber Quitclaim Dced is a matter of public record, and was
available to Mr. DeVoe at the time he performed his appraisal. Thus, Mr. DeVoe's reduction of

the value of timbered right-of-way land in Douglas County on account of timber rights reserved

5 DeVoe does not apply a 50% discount to his basc valuc for two acres in Valuation Unit 5 and
cleven acres in Valuation Unit 12, where DeVoe simply applied a value of $5,000 per acre to
desirable waterfront residential property. DeVoe Appraisal at 125, 177. DeVoe also discounts
forest property and farmland by well more than 50%. DeVoe Appraisal at 113, 142.

% See, ¢ g, Feeder Line Application, Vol. IIl, Addenda Section B, Lane County Quitclaim Deed
at4.
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by SPT in the original decd to CORP was clearly in error. Furthermorce, as Mr. Rex explains in
his appraisal, the price paid by CORP for the Douglas County timber rights does not support a
discount of 50% in land valucs in Lane and Coos Counties on account of the timber rights. Rex
V.S., Attachment 1 at 29-31.

Nor do the mineral nghts and communications and pipeline easement reserved by SPT
warrant thc 50% discount imposed by witness DeVoc. As witness Cecil explains, “SPT has
never attempted to exploit any mineral rights, nor has 1t installed (or granted to a third party the
right to install) any pipeline or communications facilities on or along CORP’s right-of-way, with
the exception. of fiber optic lines located at the extreme northern end of the Coos Bay
Subdivision between Milepost 652 and Milepost 654 in the vicinity of Danebo, OR.” Cexil V.S
at 3.

Moreover, Mr. DcVoc's apparent assumption that the No-Build Clause prohibits any
construction of buildings or structures within 50 feet of the center line of CORP’s right-of-way is
wrong on its face. The No-Build Clause prohibits the construction of permanent buildings or

structures within 50 feet of the center line only 1if such buildings or structures *“would obstruct or

interfere with any then existing or planned Microwave Facilities or other communications

facilities or pipclines of [SPT] located on or planned to be located on™ the CORP right-of-way.

Thus, for example, because fiber optic lines exist between Milcpost 652 and Milepost 654, a
potential purchaser of that portion of the CORP right-of-way cannot build a permanent building
or structure that would “obstruct or interfere with” those existing facilities (e g., by erecting a
building directly on top of the fiber optic lines).

Bccausc there are not (and never have been) any “existing” or “planned” SPT pipeline or

communications facilities clscwhere on the CORP right-of-way (cxcept between Milepost 652
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and Milepost 654), the nghts rcserved by SPT do not limit the ability of potential purchasers to
develop right-of-way land. Witness Chapman confirms that Oregon law would disfavor any
reading of this clause which would prevent purchasers from building on the subject property 1n
the absence of any intcrference with existing or planned facilities. Chapman V.S, at 3. Indeed,
witness Chapman states that under Oregon law, a prospective purchaser would have a right to
makec reasonable use of purchased land, notwithstanding any existing or planned usc of the SPT
rights. Chapman V.S, at 3-4. As witness Cecil shows, actual right-of-way land salcs by CORP

confirm that thc SPT reservations have never resulted 1n any discount to “fair market valuc’

much less the 50% discount arbitrarily assigned by Mr. DcVoce

Witness DeVoe cites only one piece of market evidence to support his blanket discount: a
2002 CORP sale of industrial land in Noti to Swanson Brothers Lumber Co. DeVoe Appraisal at
209. DcVoe compared the 2002 CORP sale to a 2006 sale and a 2007 sale to conclude that the
2002 CORP salc was executed at a 50% discount to ATF. However, as witness Cecil shows, a

contemporaneous appraisal of the property at the time of the 2002 sale dcmonstrates that

contrary to DeVoe's assumption, the property was sold to Swanson Brothers Lumber Co. at a

152% premium over ATF.

Indeed, witness Cecil “state[s] unequivocally that the rights reserved by SPT have not
materially affected the price that CORP has been able to obtain for {any] right-of-way property
that is subject to the SPT recscrvations.™ Cecil V.S. at 6 Witness Cecil presents a list of 15
CORP sales of property subjcct to the SPT reservations, and states that “[i]n no instance was

land sold at a 50% discount from ATF value — much less rendercd valueless — on account of

SPT’s reserved rights.” Cccil V.S. at 8 (emphasis in onginal). This 1s not surpnising As Mr.

DeVoe himself recogmzes, the Coos Bay Subdivision’s nght-of-way “docs not have reasonablc
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potential for pipeline or communication line uses.” See DeVoe Appraisal at 11. That Mr.
DeVoe discounts property by 50% on the basis of cascments that he himself belicves have no
“reasonable potential” for use 1s further proof that lus appraisal 1s entirely unrchable.

5. Mr. DeVoe Assigns $0 Value To Land In The Most Expensive
Communities Along The Feeder Line Segment.

The DcVoc Appraisal employs a number of other transparent devices in an attempt to
deprive CORP of its property without paying the constitutional minimum value. In addition to
the more than 1,000 acres of timber property that Mr. DeVoe assigncd a $0 value, DeVoe arrives
at the fantastic conclusion that 1,466.89 acres out of 1,741.52 acres,’ or 83%, arc worthlcss by
assigning $0 value to property 1n several of the most expensive communities along the Line:
Lakeside, Veneta, and Hauser. [n none of these cases did Mr. DeVoe present any comparable
sales or other evidence to support his $0 value estimate.

For examplc, Mr DeVoe assigns $0 valuc to all land in the City of Lakeside, a residential
commumty which lics between the Oregon Dunes National Recreation Area along the Pacific
Ocean and Tenmile Lake, “one of Oregon’s largest and most popular recreation lakes.™ DeVoc
Appraisal at 227-28. Hc reaches this improbablc conclusion without presenting any comparable
sales information. Instcad, he offers only his opinion that “‘encumbrance limitations and market
limitations” climinate any economic utility, even though CORP has madc two prior land sales at
or above market value in this area. /d. at 227. Witness DeVoc also justifies his $0 valuation in
Lakeside by claiming that “[s]ignificant portions of the subject line are only 40 fect wide through
the city.” DeVoe Appraisal at 227. However, of the 23 acres of subject land 1n Lakeside, only

2.66 acres are so narrow. DeVoe Appraisal at 227, sce also Val Map V-2/28 & V-2/8-28,

” This figure was prescnted by the Port as the total fee acreage of the Feeder Linc Scgment. See
Application at 21.
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Addendum D. The remaining 20+ acres of the subject land in Lakeside range from 150-200 feet
wide, which, according to Mr. Rex, is more than deep enough to site an independent homesite on
m most areas. Rex V.8. at 33; see also id Attachment 1, Addendum D (Val Map V-2/28 & V-
2/S:28). Indecd, that land lies at the end of residential strects and is suitable for cul-de-sac
residential usc, making the property some of the most desirablc residential property in Lakeside.
Rex V.S, at 33. Mr. DeVoe's failure to cngage in market analysis for property in a city with
abundant comparables is, at best, baffling. See Rcx. V.S. at 38.

Mr. DeVoe also assigns $0 value to all land 1n the City of Vencta, a commumity 1n which
the comparable salcs data indicate an ATF value of [ ] per acre for some residential
property (Rex V.S., Attachment 1 at 25-26) DeVoe Appraisal at 161-63. Once again, Mr.
DeVoe did not bother to consult any comparable sales data in arriving at his cstimate of value.
Rather, he simply asserts that thc land has no value because it was sub-zoned for Greenway-
Open Space use. As Mr. Rex cxplains, this conclusion 1s not supported by the market evidence,
as CORP has sold several parcels of land along its right-of-way located within the so-called
“Greenway™ subzone in Veneta over the past several years. See Rex. V.S, at 36

Finally, DeVoe assigns a $0 value to nearly all the subject land from Hauser to the end of
the Line near Cordes, including almost 100 acres with potential residential use next to the
Oregon Dunes National Recrcation Arca and 2.4 commercial acres in Hauscr. (DcVoe Appraisal
at 84-85) Mr. DeVoe provides no comparablc salcs to support this conclusion, and indced, he
docs not cven offer an excuse to justify his wholcsalc devaluation of the area. See Rex. V.S, at
37-38 This sort of transparently illogical, results-oriented “analysis™ falls far short of the Port’s

burden to justify its NLV.
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B. The Actual Offers To Purchase the Line’s Track Assets Are A Far Superior
Measure Of Their NLV Than The Flawed Estimate Of The Port’s
Consultant.

As the Applicant in this procceding, the Port has the burden of proof. See Greenville Ciy.
Economic Development Corp.—Abandonment and Discontinuance Exemption—in Greenville
Cty.. SC, STB Docket No. AB-490 (Sub-No. 1X) (Mar 15, 2006); Cheney, 5 1.C.C.2d at 268.
Accordingly, the Board must accept CORP’s valuation evidence in the absence of more rehable
and verifiable evidence submitted by the Port As the Board has explained,

“[blecause the burden of proof is on the offeror, absent probative evidence

supporting the offeror’s estimates, the rail carricr’s evidence is accepted. In areas

of disagreement, the offeror must present more specific evidence or provide more

reliable and verifiablc documentation than that which is submitted by the carrier.

If the offeror does not present such evidence and/or documentation, then the
Board accepts the carrier’s estimatces in these forced sale proceedings.™

Greenville County Economic Corp. at *2; see Chicago & N.W. Transp Co —Abandonment
Between Ringwood, 1L and Geneva, WI, 363 1.C.C. 956, 961 (1981) (even “where both offeror
and offeree have submitted acccptable appraisals and where 1t is impossible to determine which
valuation is more accurate, we shall accept the figure submitted by the offeree-railroad™); see
SJVR, slip op at 3-4 and authority cited thercin.

The Port’s cstimated NLV for the track assets of the Coos Bay Subdivision is
fundamentally flawed and unreliablc and fails to satisfy the Port’s burden of proof. In addition
to rebutting the NLV’s estimatc submitted by the Port’s consultant, CORP has obtained two
actual firm and binding purchase offers for the track assets of the Coos Bay Subdivision, as well
as a separate offer to salvage the Siuslaw and Umpqua River bridges. Those real world bona fide
purchase offers establish the fair market value (NLV) of the track assets. See United States v
564.54 Acres of Land, 441 U.S. 506, 511 (1979) (affirming longstanding fundamental principle

that fair market value required as just compensation in takings cascs is “what a willing buyer
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would pay in cash to a willing seller” at the relevant time) (collecting cases); Almota Famers
Elevator and Warehouse v. United States, 409 U.S. 470, 474 (1973) (fair market value “is
normally to be ascertained from ‘what a willing buyer would pay in cash to a willing seller’™).

Each of the offers obtained by CORP 1s nearly 100 percent higher than the artificially low
estimate generated by the Port’s consultant.® The magnitude of the difference—between real
world offers by experienced rail supply and salvage companies and a thcoretical estimate
generated for purposcs of litigation by the Port’s hired consultant—alone demonstratcs that the
Port has failed to meet its burden of presenting (lct alone supporting) a credible estimate of the
actual NLV of the track assets. For this and several other compelling reasons, the Board should
reject the Port’s estimatc and accept CORP's NLV estimatc for track assets.

A detailed evaluation and criticism of the NLV estimate submitted by the Port’s
consultant Mr. Gene Davis of R L. Banks Associates (sometimes referred to hereinafter as
“RLB™) is set forth in the Verified Statcment of Alan Pettigrew and supporting attachments and
exhibits. The following discussion discusscs the purchase offers that support CORP’s NLV
calculation and summarizes some of thc main flaws and errors 1n the Port’s track asset NLV

cstimate

% The Port assumes the NLV of the track assets totals $8,901,000. L.B. Foster has offered to
purchasc the track assets (including the Siuslaw and Umpqua River bnidges) for $17,609,000.
Unitrac Railroad Materials has offered to purchase the assets (cxclusive of those bnidges) for
$19,504,000. See L.B. Foster offers (copics at Attachments 3-4 to Verified Statcment of Alan
Pettigrew); Unitrac offer (copy at Attachment 1 to V.S. Pettigrew). The average of thosc two
actual purchase offers is $18,556,500, which is 108% higher than the Port’s flawed estimate. As
Mr. Pettigrew further notcs, the fact that the two purchase offers arc very close to one another in

amount provides further confirmation of their accuracy, and the unrealistic nature of the Port’s
estimate.
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1. CORP’s NLV Estimate Is Based Upon Actual Purchase Offers,
Not A Consultant’s Made-For-Litigation Estimate.

CORP has obtained two firm purchasc offcrs for the track assets of the Coos Bay
Subdivision, each of which 1s a far better indicator of the fair market value of those assets than
the NLV estimate submitted by the Port’s consultant See V.S. Pettigrew at 3-7. As the Board
atfirmed just this week, real world, firm purchase offers from salvage companies — such as those
CORP obtained from expenienced salvage contractors L.B. Foster and Unitrac Rail Materials —
are better evidence of the market value than “mere valuations” that are not backed by an offer to
purchase the line. See San Joaquin Valley RR Co — Abandonment Excmption — in Tulare County,
CA, STB Dkt. No. AB-398 (Sub-No. 7X), Decision at 4-5 (scrved Aug. 26, 2008).

L.B. Foster has offered $ 17,609,000 to purchase the track assets, including salvage of the
Siuslaw and Umpqua River bridges. See V.S. Pettigrew, Attachment 2. Unitrac Railroad
Materials, Inc. has offered to purchase the track asscts, without the bridges, for $19,580,204. See
id. Attachment 1. These two arms-length purchase offers, presented by ready, willing, and able
competing bidders in thc marketplace, establish that the fair market valuc (and the NLV) of the
track assets of the Line 1s $19,580,204, a purchasc price CORP could obtain today simply by
acccpting Unitrac’s higher purchase offer. See SJVR Abandonment, Dccision at 3-5; Mississippt
Tennessee Holdings LLC — Abandonment Exemption — In Union, Pontotoc, and Chickasaw
Counties, MS, STB Dkt. No. AB-868X, slip op at 6 (served Nov. 2, 2004) (finding firm offer to
be best evidence of record of rail line’s fair market value); see also, Pyco Industries, Inc.—
Feeder Line Application—Lines of South Plains Switching, Ltd., STB Fin. Docket No. 34890
(Aug. 31, 2007) (“A signed sales contract or firm bid that would be binding upon its acceptance
can be convincing evidence of the fair market value of a rail line or scgment.”);

1411 Corporation — Abandonment Exemption — In Lancaster County, PA, STB Dkt. No. AB-
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581x (served Oct. 16, 2001) (adopting purchase offer as best evidence of fair market valuc of rail
assets). As the Board reaffirmed this week, it “may not set a price that is below the FMV of the
line.” S/¥R, STB No. AB-398 (Sub-No. 7x).

Shortly after the Port of Coos Bay filed 1ts Feeder Line Application, CORP solicited bids
for purchase of the track assets of its Coos Bay Subdivision, the Line the Port seeks authority to
purchase in this proceeding. To assist prospective bidders in cvaluating the valuc of thosc assets,
CORP prepared a track asset inventory (which it also furnished to the Port for use by its
consultant) that detailed the types of rail and other track material on the Line. Two salvage
companics, L.B. Foster and Unitrac, sent expenienced experts to physically inspect the Line. See
V.S. Pettigrew at 3-6, Attachments 1-2 In their scparate, thorough inspcctions, Foster and
Unitrac each determined for themselves the quality, quantity, and condition of the track asscts,
and gathered information necessary to determinc the costs of removing and transporting track
matenals

Based on their inspections and the information provided by CORP, Foster and Unitrac
cach submitted a firm offer to purchase the track assets. V.S. Pettigrew at 5-6, Attach. 1-2; see
San Joaquin Valley, STB Docket No. AB-398 (Sub-No. 7X), Decision at 4 (Aug. 25, 2008)
(accepting “credible, firm offer” from salvage company as “the best evidence of what this linc
would be worth in the marketplace” and therefore the most reliable measure of the line’s NLV).
Foster and Unitrac each developed its purchase offcr based on actual current market prices, i.e.,
prices for which they have actually recently sold rail metals and materials. See V.S. Pettigrew at

5-7, 11-17, Attach. 1 at 1-2, Attach. 3-4.° By definition, these actual purchase offers — which are

¥ Unitrac also provided highly confidential proprietary information (including actual invoices
and purchase orders as well as 1ts own price list) that support the market prices it uscd to develop
its purchase offer. See Pettigrew workpapers (Confidential)
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the prices that knowledgeable, willing, and able buyers Unitrac and L.B. Foster stand rcady to
pay today — establish the actual “fair market value™ of the Coos Bay Subdivision track asscts.
See, e.q., United States v. 564.54 Acres of Land, 441 U S, at 511.

In contrast, the Port offers only a made-for-litigation NLV estimate developed by its
hired consultant. See Feeder Line Application Exhibit 6, V.S. Gene Davis. As CORP’s witness
Mr. Pettigrew 1ndicates, the difference between such a theoretical valuation estimate and rcal
world purchase offers 1s dispositive:

[The] difference between the purchase offers I received from
contractors Unitrac and LB Foster and the NLV estimate generated
by the Port’s consultant is that the contractors’ bids arc firm, rcal-
world commercial offers to purchasc the asscts. CORP could
accept erther one of the offers, and the selected offeror would be
financially responsiblc for salvaging thc Coos Bay Subdivision at
the offered price. Therefore, both Unitrac’s and LB Foster’s bids
are disciplined by market requirements. The Port’s estimate is
theorctical, created solcly for purposcs of this litigation. Because
there is no possibility that the Port’s consultants will be expected
to perform the salvagec work at any price, Ict alone the price they
generated for this proceeding, they are not subject to such market
constraints, and have every incentive to deflate the NLV of the
Line.

V.S. Pettigrew at 8; see id at 4 (*[T]hese actual firm purchase offers, developed by two
experienced companies engaged in the business of salvaging rail lincs, provide the actual,
market-based, net liquidation value of the Coos Bay Subdivision. They are far superior to the
theoretical estimate prepared by the Port’s litigation consultant . . .™).'® Thus, even if the Port’s
cstimated NLV were based on rigorous, robust analysis and well-supported — which it is not —

such a “mere valuation™ is inherently inferior to CORP’s two “firm offer]s] to purchase the ine™

1° Mr. Pcttigrew also calculated NLVs of the track assets of the Line using AMM Chicago metals
index prices for the period of this procceding. Those alternative estimates illustrate that even the
AMM prices for July and August 2008 gencratc a far higher track asset NLV than the artificially
low estimate prescented by the Port’s cxpert. See V.S. Pettigrew at 16-18; Attachments 1- 2, 5-7.
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(and on additional bid by RL Staton Companies of Eugene, OR to salvagc the bridges) as proof
of the Line’s market value and NLV. See S/VR Abandonment at 5; . See generally Burlington
Northern Railroad Company — Abandonment Exemption — In Sedgwick, Harvey, and Reno
Counties, KS, STB Dkt. No. AB-6 (Sub-No. 358S) (Junc 30, 1994) (citing cases) (if offeror does
not present morc specific, reliable, and. verifiable evidence than carricr, thc Board will accept the
carrier's valuation evidence).

Based upon the binding purchasc offers obtained by CORP, the NLV of the track assets 1s
no less than $19,580,204. This amount represcnts the higher of two firm purchase offers
provided to CORP in a competitive bidding situation. I[n the absence of some countervailing
consideration not present here, CORP would acccpt the Unitrac offer if the Board granted it
abandonment authority. Accordingly, the fair market valuc of the track assets of the Line — and
the constitutional minimum that must be paid for those assets 1f the Board grants the Port’s
Application — is embodied in Unitrac’s offer of $19,580,204.

2. The Port Has Failed To Demonstrate That Its Consultant Is Qualified

To Develop A Track Asset NLV Or That The Sources And Methods
He Used Here Are Relevant And Reliable.

The Port’s witness, Mr. Davis, does not appear to have any actual experience in valuing,
salvaging, supplying, distributing, or purchasing railroad track matenals. See V.S Pettigrew at
9. Experience in these areas is an important prerequisite for qualification as an expert witness
concerning the NLV of 111 muiles of rail line. Somc of the flawed assumptions and errors in Mr.
Davis’ analysis may be attributable to his lack of experience in rail salvage operations.
Compounding this lack of relcvant cxperience, Mr. Davis based his NLV estimate not on a
thorough physical inspection of the Coos Bay Subdivision, but rather on a helicopter flyover and
observation of the line from highways and road crossings. See V.S. Peftigrew at 8. As L.B.

Foster’s gencral manager summarized in his evaluation of Mr. Davis’ estimatce,
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a complete walking inspection of the line . . . is the only mcthod
that can accurately assess the condition of the track components.
The limited “spot checking” approach used by Mr. Davis . . .
cannot generate an accurate assessment of the NLV of a line of rail
extending more than 111 miles.

See 1d Attachment 2.

Mr. Davis’ cstimates regarding the NLV of two bridges he assumed would be removed,
which he used to reducc the estimated NLV of the Linc by $7 5 million, have even less
foundation and support. As an 1nitial matter, it is not at all certain that, his assumption that the
bridges would have to be removed is correct. Furthcr, the entirc stated basis for his estimate of
the nct cost of removing two bridges is (i) a track chart from an unidentified source; (ii) general
statements and assertions about tasks that are sometimes involved 1n removing bridge (and
oftentimes not); and (iii) a permitting cost estimate by a firm whose experience and
qualifications arc not described. Sce V.S. Davis at 10-12. Morcover, the permutting cost
estimatc adoptcd by Mr. Davis makes clcar that 1t was based on an entirely different bridge (the
Coos Bay Bridge) over an entirely different body of water (Coos Bay), and docs not ¢cven apply
to the two bridges in question (over the much narrower Siuslaw and Umpqua Rivers). See Port
Fecder Line Application at 131 (memorandum presenting estimate begins with “As requested,
we have bascd our cstimatc on the Coos Bay Railroad Bridge only.™) (emphasis added) In sum,
Mr. Davis may have oversold his bridge removal cost estimatcs when he stated they were “very
preliminary and require further refinement in the event of liquidation.”

3. The Port’s Estimate Significantly Misclassifics Valuable Track Assets.

The Port’s consultant misclassified steel track assets, which caused him to significantly
undcrvalue thosc assets. “Rclay” quality rail can be re-installed and re-used on another railroad
line. Because relay rail can be put to direct productive re-use, it commands a sigmficantly higher

market price than re-roll or scrap rail. See, e.g , Application, V.S. Davis at 5. Although the
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Port’s witness concedes that relay rail has “the highest value” and that main line rail generally
falls into three classes, he applies an across-the-board assumption that none of the rail on the
entire 111-mile length of the Coos Bay Subdivision is relay quality. See V.S. Davis at 5. This
assumption is flatly contradictcd by the Foster and Unitrac purchase offers, both of which are
based on full physical inspections of the Linc. See V.S. Pettigrew Attachments 1, 3-4
(spreadsheets underlying purchasc offers show salvage companies found large quantities of relay
rail on the Linc); id at 10 (indicating it would be extremely unlikely that any line of railroad in
cxcess of 100 miles would contain no relay quality rail). For example, Unitrac’s inspection
determined that ncarly one quarter of all rail on the Line is relay quality. Sec V.S. Pettigrew at
10. Unitrac’s evaluation of the Port’s estimate concluded that the Port misclassified
approximately 5,855 tons of relay quality rail as lower value re-roll or scrap quality. See V.S.
Pcttigrew at 10, Attach. 1 at 4.

In support of his implausible assumption that there is no relay quality rail anywhere on
the cntire Line, Mr. Davis offers three rationalcs. None provides any support whatsoever for his
assumption. First, Davis makes a general and erroneous assertion that rail having greater than
14” wear cannot be classificd as relay rail. See V.S. Pettigrew at 10. Even if this general
observation were correct, 1t 1s untethered to any evidence regarding the actual amount of wear in
rail on the Line. The Port’s witness does not claim that he observed or otherwisc identified any
rail as having that amount of wear Cf V.S. Pettigrew Attach. 2 at 2 (rail classificd rclay quality
for purchase offer did not include any rail with greater than 4™ wear).

Second, Davis asserts that some of the rail appeared to date to the 1950s and 1960s, and
that some of it appeared to be “second-hand.” This is another red herring. Neither the age of the

rail nor the fact that 1t may have been used in more than one location determines the quality of
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that rail. See V.S. Pettigrew at 10 (age of rail would only be potentially relevant if rail
manufactured prior to 1936); 1d. Attachment 1 at 3 (“As Mr. Davis should know, the age of rail,
or the fact that it may have been moved from a diffcrent location, by themselves, have nothing to
do with whether that rail is relay quality”).

Third, he simply asserts that his “limited on-site inspection” and “limited information”
“did not warrant” classifying any rail as rclay quality. V.S. Davis at 5. This simply shows that
his inspection was insufficient to providc a meaningful cvaluation of the quality of the rail and
track assets on the Line. Although Mr Davis conceded that “some of the Line’s rail could
actually be relay rail,” he refused to cven assumc that, consistent with common expcrience, at
least some of the rail is relay quality. See V.S. Pethigrew at 10, Attachment 1 at 3. Thus, based
on a professed absence of actual knowledge, the Port’s consultant chose the assumption that is
least plausible, but most favorable to the Port — that the entire Line contains no relay rail.

The Port’s baseless assumption that relay quality rail on the Line is actually lesser quality
re-roll or scrap rail results in an understatement of the valye of the track assets by approximately
$5 5 million. V.S Pecttigrew at 11. Cormrection of that single erroneous assumption alone would
increasc the Port’s NLV estimate from $8.9 million to approximately $14.4 million. See id.

As described 1n more detail in the Pcttigrew verified statement and supporting matcrials,
Mr. Davis also misclassified substantial portions of the Line’s re-roll rail, relay tie plates, and
relay quality other track matenals (“OTM™). See V.S. Pettigrew at 9-11. Those
musclassifications result in substantial additional understatement of the NLV of the track assets.

See id. at 9-11, Attachment 1 at 3-5 & Charts 1-3.
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4. The Port’s Estimate Used Historical Metals Index Prices That
Substantially Understate Current Market Prices.

The scrap metal prices used by the Port to generate i1ts NLV estimate are fundamentally
infirm for at least two reasons. First, the Port used outdated price data, which substantially
undcrstate the current valuc of the track assets. Sccond, the price index the Port states that it
used to estimate prices itself understates actual current market prices."!

The Port, which filed its Application on July 11, 2008, used scrap and re-roll rail and
OTM prices from three months earlier to estimate the current value of scrap and re-roll quality
track asscts. See V.S. Davis at 8-9 (valuations bascd on index prices and other sources as of
April 18)."? Scrap metals prices, including the American Metals Market (“AMM”) index relied
upon by the Port, are published every day. Therc is simply no justification for using historical
price estimates. The Port’s use of stale prices 1s all the more surprising given its witness’ express
acknowledgement that changes 1n steel market prices “would directly affect the value of [track]
matcrials.” V.S. Davis at 9. As discussed below, the Port’s intentional usc of outdated historical
metals price estimates resulted 1n a dramatic undecrstatement of the current value of non-rclay

quality rail and OTM assets.

'T Attachment 1 to Mr. Pettigrew’s testimony calculates the NLV of the Linc using Mr. Davis’
methodology and assumptions and substituting only the corrected rail quality classifications and
market prices, and assuming the Siuslaw and Umpqua bnidges would remain 1n place. The
resulting NLV of the track asscts of the Line would be $24,551,373. See V.S. Pettigrew,
Attachment 1, charts 1-3.

12 Even the artificially low historical pricc Davis uscd is unsupported. He did not cxplain how he
calculated the prices, and he did not providc any information supporting thosc calculations. He
states that he relicd upon the “American Mectals Market, L.B Foster, and RLBA estimates” as of
April 18, 2008. V.8. Davis at 9. However, the prices uscd in the estimate do not align with
relevant contemporaneous AMM-Chicago prices. See V.S. Pettigrew at 13. LB Foster’s General
Manager advised CORP that he would not use prices in the range used by the Port for purposes
of determining current market values. See id at 12-13. The other source cited by RLBA's
Davis, “RLBA estimates,” is redundant. His hybrid estimate, however derived, is an RLBA
estimate.
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Scrap steel prices (which, for this purpose, inctude prices paid for re-roll rail, scrap rail
and scrap OTM) in the Chicago market have increased considerably over the last two years.
Since April 2008, however, those prices have increased sharply. See V.S. Pettigrew at 11-12,
For example, the benchmark AMM-Chicago Number 1 Bushcling index -- the index that most
closely approximates actual market prices for scrap rail-- increased by approximately 42% from
the date used by the Port (April 18, 2008) and August 22, 2008. /d. at 12. Because the Port used
outdated prices, its estimate very substantially understated the current market value of the steel
track materials. See V.S. Pettigrew at 12-14, Attachment 1, Charts 1-3 (comparison with current
market prices used to develop Umitrac’s purchase offer); compare V.S. Davis at 8-9 with V.S.
Pettigrew Attachments 1-8 (current prices used by Unitrac and Foster for purchase offers, AMM-
Chicago index prices for July 11, 2008 and August 22, 2008). The real world purchase offers
from Foster and Unitrac, in contrast, used actual current market prices, which are substantially
higher than the AMM-Chicago index. See V.S. Pettigrew at 15, Table II (comparing RLB price
estimates with market prices used by purchase offers).

There 18 no question that an NLV for purposes of a feeder line application must use
market prices prevailing at the time of the taking, and not at some arbitrary point prior to the
filing of the proceeding, cherry-picked by the Applicant to attempt to take advantage of lower
historical prices  See, ¢.g., Toledo, Peoria & Western Railway v, STB, 462 F 3d 734 (7'h Cir.
2006) (affirming STB decision to average track materials prices over the period of the

proceeding);'* CSX Transportation Inc—Abandonment Exemption — in LaPorte, Porter and

13 It is important to note that the TP& W Court rejected the appellant’s argument that the Board’s
use of an average price over the course of a number of months constituted an unconstitutional
taking without just compensation as waived for failure to raise the argument before the STB.
TP&W, 462 F.3d at 747. The Court did not hold that averaging prices over several months
would not constitute a taking, it simply did not reach the question. /d The Court also
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Starke Counties, IN, STB Dkt. No. AB-55 (Sub-No. 643X) (April 30, 2004) (setting track
matenals NLV using higher prices at conclusion of proceeding, rather than lower prices
proffcred at beginning of procecding). The dispute in 7P&W and LaPorte was which of the
prices prevailing during the course of the STB proceeding should be used to compute the NLV of
the track assets. No party to any of those cases contended—as the Port does here—that the Board
should reach back into time to select a price from a period pre-dating the initiation of the
abandonment procccding. Indced, if the Board were to usc a lower historical price to sct the
NLYV of the track assets, 1t would be effecting an unconstitutional taking without just
compensation. Sece e.g., Kirby Forest Industries v. United States, 467 U.S. 1, 9-14 (1984). There
is thus no serious quecstion that the lower historical prices uscd by the Port’s expert may not be
used to calculate the NLV.

If the Board were to calculate an NLV based on any metals values other than the
purchasc offers submitted, it should usc the actual current market prices reflected 1n those offers,
not an index value. Particularly in recent years, indices such as the AMM Chicago scrap metal
index have tended to understate actual market prices for scrap and reroll rail and OTM,
substantially and consistently. See V.S. Pettigrew at 15-18; Attachment 1 at 2-3. Scrap rail
materials are in very high demand today, and AMM Chicago index prices (particularly those
purporting to represcnt prices of track matcrials) do not rcflect the actual prices paid for rail and
scrap. While AMM Chicago prices provide convemient benchmarks for following gencral trends
in scrap metal prices, they do not reflect the contemporaneous prices obtained in the market. Sce

id."* Using AMM index values to estimate the NLV of the scrap rail and OTM of the Line

distinguished LaPorte, in which the Board adopted the prevailing metals prices at the end of the
casc, as mvolving a short time period. /d at 748-49,

' Mr. Pettigrew, who monitors metals markets closely as the head of purchasing for CORP and
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would substantially understate the actual market valuc of thosc assets, and thereby deprive
CORP of the constitutional minimum value for thosc asscts.

Nevertheless, because the STB has used AMM index prices to value track asscts in some
prior abandonment cases, CORP developed NLV estimates bascd on AMM Chicago metals
index prices at three relevant times: The date of filing of the Feeder Line Application (July 11,
2008); the most recent available date available (August 27, 2008), and the average of those two
prices. See V.S. Pcttigrew at 17-18, Attachments 5-7."° If the Board were to decide — contrary
to the strong weight of precedent regarding the usc of actual purchase offers rather than some
substitute -- to use index prices rather than actual purchase offers, it should use the AMM
Chicago prices prevailing during this proceeding. See id. (showing track assct NLVs reflecting
AMM Chicago prices for June 11, August 27, and the average of those two dates); see also
Pettigrew workpapers (including copics of rclevant AMM Chicago indices).

5. The Port’s Estimate Grossly Overestimates The Cost Of Removing
Bridges Over The Siuslaw And Umpqua Rivers.

The Port, through the verified statement of consultant Gene Davis, asserts that the Coast
Guard will “definitely require™ removal of the bridges over the Umpqua and Siuslaw rivers (V.S.
Davis at 10), and cstimates that the net cost of removing those spans would be $7,529,000. /4
at 12. Mr. Davis’ analysis is based on erroneous assumptions and grossly inflated estimates, and
should be rejected. First, Mr. Davis incorrectly assumes that the bridges “dcfinitely” will have to

be removed. In fact, it 1s not at all clear that removal would be required. The Board “does not

40 other RallAmcrica shortline and regional railroads, notes that even the highest AMM Chicago
index prices arc useful today pnmanly as an indicator of the absolute floor on reroll rail and
scrap rail and OTM priccs. V.S. Pettigrew at 15-17.

15 Mr. Pettigrew used the August 22, 2008 index price in his estimated NLV. As of the date of
this filing, however, the most recent AMM Chicago scrap mctals index available was for August
27,2008. The relevant AMM Chicago index prices for August 22 and August 27 were the same,
so the August 27 scrap price used by Mr. Pettigrew 1s interchangeable with the August 22 price.
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typically require the removal of railroad bridges and other structures when a line 1s approved for
abandonment.” Environmental Assessment at 10. And the Coast Guard would not order
removal of the bridges if, for cxample, the right-of-way were converted for trail use. Second,
cven if the bridges were required to be removed, Mr. Davis crroncously presumes that the Coast
Guard would demand removal of portions of the bridges not spanning “navigable waters™—areas
that are outside the Coast Guard’s jurisdiction Finally, Mr. Davis’ estimates of thc cost of
removing these two bridges—like so many of the estimatcs submitted by the Port 1n this
proceeding—arc highly inflated.

It bears repeating that the Port has the burden to prove the net liquidation value of the
linc. See McCloud Ry Co.—Abandonment And Discontinuance Of Serv. Exemption—In
Siskiyou, Shasta, And Modoc Counties, CA, STB Docket No. AB-914X, 2006 WL 2459083, at
*3 (Aug. 25, 2006); see also San Pedro R.R. Operating Co , LLC--Abandonment Exemption--In
Cochise County, AZ, STB Docket No AB-1081X, 2006 WL 963539, at *3 (April 13, 2006)
(*The burden of proof 1s on the offeror, as the proponent of the requested relicf.”). Therefore, it
1s the Port that must provide reliable and convincing evidence to demonstratc that the entire
bridge span must in fact be removed. In the absence of such cvidence, the Board may not
assumc that the bridge will have to be removed 1n 1ts entircty.

a. The Port’s Assumption That The Bridges Will Be Removed Is Not
Sufficient To Meet Its Burden.

Mr. Davis’ first error is to assume that the Coast Guard will “definitely require” the entire
spans of the Umpqua and Siuslaw River bridges to be removed as obstructions to navigation.
Mr. Davis bases this assumption on his interpretation of a Junc 23, 2008 lctter from Austin Pratt,
Chief of Coast Guard District 13’s Bridge Section. See Application at 130. Mr. Davis’

assumption that removal is *“definite” is unsupported by evidence or the law. It certainly does
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not meet the Port’s burden to produce specific, reliable and convincing cvidence in support of its
valuation.

As Mr, Pratt’s letter notes, the Coast Guard has discretionary “authority to require that
bridges or causeways be removed when the owners discontinuc the usc of these structures for
transportation purposes.” /d. Mr. Pratt makes clear that the Umpqua and Siuslaw bridges would
“qualify” for removal only “if land traffic use is abandoned.” Id. This is consistent with the
Coast Guard’s general policy that “[a]l]l bridges are obstructions to navigation and arc tolcrated
only as long as they serve the needs of land transportation while allowing for the reasonable
needs of navigation.” See 33 C.F.R. § 116.01(a); Coast Guard Bridge Administration Manual
(found at http://www.uscg mil/directives/cim/16000-16999/CIM_16590 5C.pdf) (heremnafter
“Bridge Administration Manual™) at page 1-1

Abandonment of the Coos Bay Subdivision would not necessarily mean the end of “land
traffic usc” over these bridges, however As the Board cxplained in its recent Environmental
Assessment, “[t]he National Trails System Act (Trails Act), 16 U.S.C. § 1247(d), gives
interested parties the opportumty to ncgotiatc voluntary agreements to use, for recreational trails,
railroad right-of-way that otherwise would be abandoned.” Environmental Assessment at 8-9.
The Board went on to recognize that “bridges can . . . be an important component of rail banking
lines approved for abandonment under the Trails Act.” Id. at 10. If the Coos Bay Subdivision
were converted to trail use, the Siuslaw and Umpqua bridges would continue to “serve the needs
of land transportation™ over that trail and not be subject to Coast Guard removal. 33 C.F.R.
§116.01(a). Indeed, preservation of the bridges would be essential to any plan for use of the

Coos Bay Subdivision's right-of-way as a trail.
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The prospect of converting the right-of-way to a trail is not mere speculation. The Port
acknowledges the “natural beauty” of the right of way (Application at 48) and it has high
potential for use as a umque land- and watcr-based recreational trail  See CORP Environmental
Report at 7 Indeed, the Trust for Public Land has expressed to CORP its intcrest in discussing
the possibility of purchasing and rail banking the comdor in the ¢vent that the Line is
abandoned See V.S. Pettigrew at 5, 18, Attachment 10. In short, there 1s a significant likelihood
that the bridges would continue to be used for land transportation after the discontinuance of rail
service. In the event of that continucd land transportation, the Coast Guard would not require the
removal of the bndges.

Even if the right-of-way were not converted to trail usc, it is by no means certain that the
Coast Guard would rcquire removal of the two bridges. While the Coast Guard has authority to
remove abandoned bridges over navigable waters, it docs not summarily require removal of all
bridges no longer used for land transportation purposes. Instcad, according to the Coast Guard’s
Bridge Administration Manual, “[¢]ach individual case must be treated according to the
particular set of facts and circumstances surrounding it.” Bridge Administration Manual at 1-7
Importantly, Coast Guard policy is to require removal or alteration of bridges only where the
benefits to be obtained outweigh the costs. See Bridge Admunistration Manual at page 7-3 (“The
Coast Guard may detcrminc a bridge to be unreasonably obstructive to navigation if the
navigational benefits that would accruc as a result of altering the bridge equal or exceed the cost
of bridge altcration.”). It is impossible to determine i advance how the Coast Guard might

cxercisc its discretionary authonty to remove bridges in any particular case or set of
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circumstances. For example, if partics raisc concerns about the potential environmental effects
of bridge removal, the Coast Guard might choose to leave the bridges in place.'s

In light of the potential for trail usc and the Coast Guard’s discretion to order bridge
removal, it is by no means ccrtain whether bridge removal would be necessary. What is certain
1s that Mr. Davis’s facile assumption that the bridges would “decfinitcly” be removed 1s incorrect
and ignores limits on the Coast Guard’s jurisdiction and authority, and its discretion in exercising
that authority. Accordingly, the Port’s assertion that the bndges would “definitely” be removed
is speculation. Because the Port has not carried its burden to demonstratc that bridge removal is
a nccessary consequence of the liquidation of the line, the net costs of bridge removal should not
be considered in determining the NLV of the track assets of the Linc

b. Even If The Coast Guard Were To Require Removal, Such

Removal Would Be Limited to Portions Spanning Navigable
Waters. .

Even if the Coast Guard were to decide that the bridges must be altered or removed to
address navigational concerns, Mr. Davis makes a second critical error in his analysis. He
presumes that the entire bridge spans, including those portions beyond the banks of the Rivers'
waterways, and not over navigable waters, must be removed. The Coast Guard's jurisdiction
over bridges (and bndge alteration and removal) is limited to those portions of bridge structures
which span “navigable waters.” See 33 C.F.R. § 2.36(a)(3) (defiming “navigablc waters”);

Bridge Administration Manual at pages 1-2 (defining “navigablc waters™), 1-4 (defining “bridgc”

' It 15 also worth noting that the authority the federal government gave CORP's predecessors to
construct the Umpqua and Siuslaw bridges was not predicated on continued transportation over
those bridges (as 1t 1s with many other bridges). See, e.g., United States Department of War
Permit for Construction of Bridge over Siuslaw River (Jan. 13, 1913); Department of War Pernmt
for Construction of Bridge over Umpqua River (Dec. 11, 1912) (copics in Pettigrew
workpapers). Thus, whatever the Coast Guard’s authority under pcrmats 1t issued, the permits for
the bridges in question pre-date the establishment of the Coast Guard.
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as “a structure over, on, or in the navigable waters of the United States”). For purposes of the
Coast Guard’s junsdiction, “navigable waters™ are defined, in relevant part, as "[1]nternal waters
subject to tidal influence; or intcrnal waters not subject to tidal influence, (a) which are or have
been used, or are or have been susceptible for use, by themselves or 1n connection with others as
highways for substantial interstate or foreign commerce, notwithstanding obstructions that
require portages . ..” 33 C.F.R. § 2.36(a); Brndge Admimstration Manual at 1-2. This definition
is specifically distinguished from the broader definition of “navigable waters” undcr thc Clean
Water Act, which includes wetlands and other waters. See 33 C.F R. § 2.36(b). Thus, the Coast
Guard’s authority only ¢xtends to thosc portions of the bridge structure which are 1n, on or over
traditional “navigablc waters.”

Accordingly, any Coast Guard order requiring removal of the bridges would extend, at
most, to thosc portions of the bridges in, on, or over navigablc waters, and it is only those
portions that should be included in costing the removal of the bridge. This reading of applicable
law and regulations 1s consistent with the position of the Coast Guard headquarters office
responsible for bridge policy. See V.S. Pettigrew at 5 and Attachment 9. (Email response from
Alcsia Steinberger, Chief, Alterations & Drawbridge Operations, U.S. Coast Guard, indicating
that Coast Guard removal requirement would be limited to arcas between the banks of the
navigable river). And, it is consistent with the view of the same Coast Guard official who sent
the letter to the Port, that any Coast Guard bridge removal requirement would be limited to spans
across navigable watcrs.

Despite this limitation on the Coast Guard’s junisdiction and authority, Mr. Davis simply
assumes that CORP would be required to remove both bridges in their cntirety, including long

wooden trestle approach segments that have nothing to do with the navigablc waters of the
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rivers. As cxplaincd in the Statement of Alan Pettigrew, large portions of the Siuslaw Bndge arc
not over the river at all, but rather cross adjacent land and a road. See V.S. Pettigrew at 18-22;
V.S. Maloney at 2, 7-8, 17. Sce also CORP Abandonment Application, STB Dkt. No. 515 (Sub-
No. 2), Exhibit 4 at 33 (picture of portion of Siuslaw River Bridge section over land). That land
is certainly not “navigable water,” and is outside the Coast Guard’s jurisdiction and authority to

require removal '’

Mr. Davis’s inclusion of these approach sections leads to a significant
overestimate of bridge removal costs, and is one more rcason to reject his cstimate. See V.S.
Maloney at 2, 17.

¢.  The Port’s Cost Estimates For Bridge Removal Are Highly
Inflated.

Should the Board conclude that the bridges would necessarily be removed if the Linc
were abandoned, it should use the actual bids obtaincd by CORP as the best cvidence of the real
world net cost of such removal. CORP’s two actual bids for removal of the relevant portions of
the bridges, and a scparatc cvaluation of the Port’s superficial cstimate by bridge demolition
expert (Mr Maloney), show that the Port’s estimated cost for bndge removal is greatly inflated.
Instead of the Port’s estimate of $7.5 million, a more reasonable estimate of the cost of removal
of the bridge spans over the navigable waterways is approximately S 2 million. See V.S.
Pettigrew Attachments 3, 9; see generally V.S. Maloney.

Here again, CORP obtained actual offers to perform the work from experienced
contractors who stand ready to perform should CORP accept their offers. L.B, Foster included
removal of the two bridge spans over the Siuslaw and Umpqua Rivers navigable watcrways as

part of its purchase offer. See V S. Pettigrcw Attachment 3. Foster determined the cost of

17 Mr. Davis seems to acknowledge this common sense conclusion when he states that the Port’s
Martin Callery believes the Coast Guard would require removal of at least “the swing span
portions of thosc bridges.” See V.S. Davis at 10.
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removal would be $2,000,000. See id. CORP also obtained a sccond bid from RL Staton
Companies, an experienced bridge demolition and removal company in Eugene Oregon. Based
on an actual inspection of the bridge, Staton submitted a bid totaling $2,065,790 for the removal
of the spans over the navigable waterways of the Siuslaw and Umpqua Rivers. See V.S.
Pettigrew at 19-20 and Attachment 9 These two real-world, arms-length offers from
expericnced contractors, both based upon actual inspection of the bridges, provide a reliable
measurc of the cost of removing thosc bridges. Seec e.g. SJVR, STB Dkt. No. AB-398 (Sub-No.
7X) slip op. at 4; Mississippi Tennessee Holdings, STB Dkt No. AB-868X, slip op. at 6 (served
Nov. 2, 2004). The fact that the brnidge component of the LB Foster purchase offer and the
independently developed RL Staton bid are only $ 66,000 apart provides further confirmation
that they represent a rcasonable measure of the markct-based cost of removing the bridges. The
Board should accept the average of these two offers as the best evidence of the actual net cost of
removing the bridge spans.

The superficial, unsupported, and conclusory cstimate submitted by the Port’s consultant
is wholly inadequate to mect the Port’s burden of presenting specific, reliable or a verifiable
evidence to rebut CORP’s bridge removal cost estimate. See Burlington Northern RR, STB Dkt.
No. AB-6 (Sub-No. 358X) (Junc 30, 1994). As a thrcshold matter, 1t docs not appear from
Mr. Dawvis’ resume that he has any actual experience 1n the specialized area of bridge demolition
and removal, which 1s significantly different from bridge construction or maintenance. His lack
of experience and qualification may be partially responsible for the brevity of his analysis.

Mr. Davis’ entire bndge cost analysis consists of approximately 2 2 pages of text and two pages
of workpapers. Although the portion of his statement devoted to bridges consists primarily of

generahzed, unsupported statements about bridge removal that arc not thed to the specific bndges
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at issue, he nonetheless concluded that the net cost of removing the two bndges would exceed
$7.5 million.

While the remainder of Mr. Davis NLV estimate 1s flawed in numerous important
respects, those flaws pale in comparison to his wholly inadequate and unsupported bridge cost
estimate. [ronically acknowledging these flaws, the Port’s consultant cautioned that his “very
preliminary” estimate — provided for the sole purpose of estimating the liquidation value of the
bridges — “would require further refinement in the event of liquidation " V S Dawis at 12.

Despite the manifest insufficiency of the Port’s bridge removal cost estimate, CORP
retained another independent expert to evaluate the Port’s estimate, which is more than three
times larger than either of the two actual hids provided by LB Foster and RL Staton Tim
Maloney is regional manager of Edward Kraemer & Sons, a company that specializes in the
demolition, rehabilitation, and construction of highway and railroad bridges. See V.S. Maloney
at 1. At the outsct, Mr. Maloncy determined that the “high level of generality of Mr. Davis’s
bridge c;ost estimate and supporting matenal provided by the Port preclude meamingful direct
cvaluation or testing” of that cstimate. V.S. Maloney at 3-5.

The lack of meaningful explanation of, or support for, Mr. Davis’ generalized cstimatc
would compel its rejection even if CORP had not offered better evidence. See Glenwood & So.
R.R. Co.—Feeder Line Acquisition—Arkansas Midland R.R Co. Line Between Gurdon & Birds
Mill, AR, 1.C.C. Docket No. 32613 (Mar. 2, 1995) (rejecting feeder line application in part
because applicant failed to provide “an explanation of [its] net liquidation value estimate,”
“evidentiary support for the unit costs of relay and scrap materials,” or “support for its real estate
estimate of $200 per acre for land”) (appeal from Director’s decision). Put differently, the Port

has not made out a prima facie case for its conclusory estimate of the net cost of bridge removal.
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The Board need not consider the Port’s net bndge cost evidence any further, because its lack of
analysis or support for its estimates compel the conclusion that it is unrcliablc and wholly
inadequate to meet an Applicant’s burden of proof. See id.

If the Board sceks further evidence of the infirmity of the Port’s estimate, that evidence is
provided by the testimony of Mr Maloney. Despite the very imited amount of information
provided in the Port’s bridge cost cstimate, Mr. Maloney idcntified several key errors in Mr.
Davis’ analysis. See V S. Maloney at 5-8. Those crrors arc detailed in Mr. Maloncy’s statcment,
but cxamples include:

¢ Using the same cost for removal of rail and ties from both bridges although one 1s
less than half as long as the other;

e Rounding tonnages up to the ncarest hundred, resulting in substantial
overstatement of tons of concrete and wood to be removed; and

e Overestimating the cost of lead paint abatement by $1.26 million.

See V.S. Maloncy at 3-8.

One specific error in the Port’s bridge cost estimate requires further discussion. The Port
sigmficantly overestimates the permitting costs for bndge removal. In the first place, the Port’s
cstimate of permitting costs for the Siuslaw and Umpqua River bridges is drawn cntircly from a
memorandum estimating costs for a different bridge, over an entirely different body of water—
the Coos Bay Bridge. Application at 131; see V S. Maloncy at 7. Morcover, the Port provided
no information about the qualifications or experience of the author of the memorandum, or how
he developed his assumptions and estimate. This unexplained, unsupported memorandum
regarding estimated permitting costs that arc expressly limited to an entircly different bridge,
does not constitute reliable evidence of costs of removing the Siuslaw or Umpqua River bndges.

In addition, the Port’s estimate of permit costs 1s inflated in several respects. First, the

Port assumes $100,750 in National Environmental Policy Act (“NEPA") costs, claimng that an
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Environmental Asscssment would need to be filed with the STB as “lead agency.” Application
at 131-32. This is incorrect. As an initial matter, there is no basis to assume that the STB would
be the “lead agency” for NEPA review (see Application at 131); as thc Board recently observed
1n the Environmental Asscssment for CORP’s abandonment application, it “does not typically
require the removal of railroad bridges and other structures when a linc 1s approved for
abandonment.” Environmental Assessment at 10. Moreover, the Army Corps of Engineers
would not be required to prepare an environmental asscssment, as bridge removal work is
authorized undcr Nationwide Permit 22. See 72 Fed. Reg. 111092, 11184 (Mar. 12, 2007)
(authonzing by nationwide permit “Temporary structures or minor discharges of dredged or fill
matcerial required for . . . the removal of man-madc obstructions to navigation™); see also id at
11117-11118 (clanfying that NWP 22 extends to removal of bridges and trestles). Having issued
a nationwide permit, the Corps has alrcady completed any necessary NEPA analysis.'®

Other “permitting cost” items asserted by the Port are likewise overstated. See V.S
Maloney at 7-8 It 1s not reasonable to expect that environmental monmitoring of the bridge
removal would require “one sitc visit per week for one year” at a cost of $58,500. Application at
131-32. Removal of the two bridges would take a few weceks at the most. See V.S, Pettigrew
Attach. 8 (R.L Staton bridge demolition bid, providing time schedule for project). After those
few wecks, there would be no removal work to “monitor,” becausc the work would be
completed. And the predicted $56,420 in costs for 400 hours of unexplained “project

management” is far out of proportion to that nccessary for removing two bridges. See V.S.

'® See id, at 11095 (“The NWPs authorize activitics that have minimal individual and cumulative
adverse effects on the aquatic environment and satisfy other public interest review factors The
NWPs do not reach the level of significance required for an EIS. The Corps complies with the
requirements of NEPA by preparing an environmental assessment for each NWP. When an NWP
is issued, a Finding of No Significant Impact is also 1ssued.”)

51



PUBLIC VERSION

Maloney at 7-8. (Again, this overstatement is, in all likelihood, attributable to the Port’s reliance
upon an estimate for removal of the much larger bridge spanning Coos Bay.)

The Port’s patently flawed estimate of the permitting costs of bridge removal are
certainly not reliable evidence of such costs. CORP obtained a far more credible estimate from
its independent consultants, who have extensive experience in NEPA review and obtaining
necessary permits for bridge removal. See V.S. Maloney at 7-8 and Attachment [. Based on that
experience, CORP’s cxpert dctermined that total permutting costs would be no more than
$75,000 for each bridge. /d

Mr. Maloney also devcloped a revised estimate of the cost of removing the bridges over
the navigable waterway, using the Port’s workpapers as a starting point and explaining the
numerous differences between his estimate and the approach used by the Port’s consultant. See
V.S Maloney at 8-17. Mr. Maloney, who has substantial experience in the removal and
demolition of bridges over water, disagrees with nearly every identifiable cost and salvage value
in Mr. Davis’ workpapcrs. See V.S. Maloncy at 8-16. Bascd on his analysis, Mr. Maloney
developed an estimated net cost of $2,849,064 removal of the spans of the bridges over
navigable waters. While this number 1s somewhat higher than the $2 -2.1 million bids from
Foster and Staton for the same job, it provides additional confirmation that the Port’s estimated
cost of removing the bridges ($7.5 million) is vastly overstated.

d. 1f The Board Assumes The Bridges Over The Waterways Would

Bc Removed, It Should Use the Actual Offers Provided To CORP
As The Best Evident Of The NLV Of Those Bridge Spans.

If the Board decides to assume that removal of bridge spans over the Siuslaw and
Umpqua River waterways would be required, it should usc cither L.B. Foster’s actual purchase
offer or Staton’s actual bid as the net cost (NLV) of that removal. As demonstrated in this

Response, the bridge cost cstimate submitted by the Port is unsupported and unreliable. The
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actual fair market valuc of the bridge removal is embodied in the Foster purchase offer and the
Staton bridge removal bid. See, e.g., United States v 564 54 Acres of Land in Monroe and Pike
Counties, PA, 441 U.S. 506 (1979) ( fair market value is “what a willing buyer would pay in cash
to a willing seller.™) (ctting numerous cascs for this well-established rule).

L B. Foster’s purchase offer for the track assets includes a net cost of $ 2 million for
removing the spans of the two bridges. See V.S. Pettigrew at 7, 18-19. Thus the NLV of the
track asscts embodied in the Foster purchase offer — including removal of bridges — is
$17,599,000. Sec id. at 8, 18-19, Attachment 3.

To determinc the NLV of the Unitrac purchase offer including removal of the bndges
using the best market-based evidence, the Board would usc the Unitrac offer, reduced by the
amount of the Staton bid for removal of the spans over the navigable watcrways. See V.S.
Pettigrew at 6 (indicating that, if CORP accepted Unitrac’s offer and bridge removal were
required, CORP could accept Staton’s bridge removal bid). Unitrac would then be responsible
for removing and salvaging the track assets of the Line other than the bridge spans. Unitrac’s
purchase offer would be unaffected, because it would be performing exactly the tasks 1t offered
to perform, at the price 1t offered. Separately, Staton would remove the spans for the price it has
offered. See id. The net value to CORP of this process would be the amount of Unitrac’s offer
($19,580,204) less the amount of Staton’s bid to remove the bridge spans ($2,065,790), or
$17,514,414. See V.S. Pettigrew at 5-6.

Thus, 1f the Board assumes bridge removal would be required, the fair market value of
the track asscts would be either the L.B. Foster offer of $17,599,000, or the combined

Unitrac/Staton net purchase offer of $17,514,414. The similarity of these two market-based
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NLVs, based upon independently developed, competitive offers from three separate experienced
contractors, is further testament to their accuracy and reliability.
6. The Port Overestimates Transportation Costs

The Port’s estimate also overstates the cost of transporting scrap rail and OTM to market
for sale, primarily by substantially underestimating the lading wcight of rail cars used to
transport that material. See V.S. Pettigrew at 22-23. Thc lading weight of rail cars used to
transport scrap frack matenials ranges from 95 to 105 tons. See id. The transportation costs
calculated by the Port’s witness, however, implicitly assumed a much lower lading weight of
approximately 77 tons. Sce id This clear error resulted 1n an overstatement of transportation
costs, and thus an understatement of thec NLV of the track assets of approximately $442 385, /d.
The Port also overcstimated likely transportation costs when it assumed that all track material
would be transported to Chicago. In all likelihood, relay rail would be stored 1n or near Eugene
and then shipped to the locations of customers who purchased the relay rail. V S. Pettigrew at
22-23. The Port’s erroneous assumption that all of the track on the Line is scrap rail that would
be transported from Oregon to Chicago resulted 1n an additional overstatement of transportation
costs of at least $140,000. See id. Thesc two crroncous assumptions result in a net
understatement of the NLV of the track assets by at least $582,385. See V.S. Pettigrew at 21-23

7. The Port Overestimates the Proportion of Track Materials That
Would Be Lost During Salvage.

Finally, the Port’s cstimate substantially overestimates the percentage of scrap OTM that
would be “lost” during salvage. Mr. Davis assumes that fully 20 percent of thosc matcrials
would be lost during salvage. Based on the rcal world experience of Mr. Pettigrew, this assumed
loss factor is much too high. See V.S. Pettigrew at 23. A more realistic assumption would be

that five (5) percent of OTM scrap material from the Line rmght be lost (or otherwise be
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unusable for scrap resale) in salvage opcrations. See id. at 23, Attachment 2 at 3. Correcting this
overstatcment and applying market prices would increase the NLV of the Line by approximately
$1,608,540. See V.S. Pettigrew at 23.

VI. The Port’s Demand That CORP Pay For Tunnel Rehabilitation Costs Is
Unprecedented And Unwarranted.

The Port’s demand that the Board require CORP to rehabilitate tunnels on the line before
selling the line to the Port is legally groundless and predicated on a fundamental misstatement of
the facts. The Port is cffectively requesting that the Board subtract the cost of repairing the
tunncls from the NLV of the Line — an action that would be contrary to Board precedent, the
governing statutc, and the U.S. Constitution. The Port cites no legal support for such an
unprecedented action.

The factual premise underlying the Port’s request is simply wrong. CORP has not
“neglected” or “deferred maintenance” on the Coos Bay Subdivision. Application at 48-49. To
the contrary, CORP’s maintenance expenditures on the line have far exceeded industry norms.
Indeed, less than a year before it was forced to cmbargo the line because of tunnel conditions,
CORP spent $1.7 million rcpairing one of the very tunnels that the Port claims CORP
“neglected.” The Port's assertion that the tunnels would not have deteriorated had it not been for
supposecd “deferred maintenance™ — an assertion that 1t never supports with any evidence — is
wrong. The current condition of tunnels on the Coos Bay Subdivision is attributable to the fact
that they are more than a century old, not deficient maintenance durning the time the linc has been
owned by CORP.

A, There Is No Legal Basis For Reducing The Net Liquidation Value of the
Line,

The Port’s demand that CORP pay for tunnel repairs before selling the line to the Port

violates the legal framework Congress crecated when it cstablished the feeder line program. The
55



PUBLIC VERSION

premise of feeder line proceedings 1s that thc applicant must pay the carrier the constitutional
minimum value of the property the applicant is taking—here, the NLV of the Line See 49
U.S.C. § 10907(b)(2). The question in this proceceding is not the Coos Bay Subdivision’s value
as an operating rail line, for there is no dispute that the Line has been losing substantial sums of
money and has no value as a going concern. The question is the value of the rail assets 1f CORP
were to liquidate them on the open market. The statute—and the Constitution—prohibit the
Board from ordcring the salc of the line for anything less than NLV. Sce San Pedro R.R.
Operating Co.—Abandonment Exemption—in Cochise Cty. AZ, STB Docket No. AB-1081X
(Apr. 13, 2006} (“the Board may not sct a price that is below the fair market value of the line™);
see also Kansas City So. Rv Co.—Abandonment Exemption—Line in Warren Cty., MS, STB
Daocket No. AB-103 (Sub-No. 21X) (May 20, 2008), slip op. at 4 (*'The Fifth Amendment to the
Constitution provides that private property shall not be taken for public usc without just
compensation.”).

The current condition of the tunnels on the Coos Bay Subdivision 1s irrelevant to the
Line’s NLV. The premise of net liquidation value is that the line will not be used to provide rail
service. Whether the tunnels can accommodate rail traffic has nothing to do with the “highest
and best nonrail use” of the rail properties. San Joaquin Valley R.R. Co.—Abandonment
Exemption—in Tulare Cty., CA, AB-398 (Sub-No. 7X), slip op. at 3 (Aug. 25, 2008); see Kansas
City So. Rv. Co.—Abandonment Exemption—Line in Warren Cty , MS, STB Docket No. AB-103
(Sub-No. 21X) (May 20, 2008), slip op at 4 (when calculating NLV the “Board valuc[s] the Line
as if 1t were to be dismantled and taken out of service™).

Moreover, there 1s nothing at all surprising about a fceder line applicant needing to

rehabilitate a line after purchase. Most feeder line applications and OFAs involve lines that
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require rehabilitation work, and the Board has never suggested that the incumbent carrier can be
forced to perform rehabilitation work prior to a forced sale. See, e g , Pyco Industries, Inc.—
Feeder Line Acquisition—Lines of South Plains Switching, Ltd., STB Fin. Docket No. 34890
(Aug. 31, 2007) (not deducting rchabilitation costs from net liquidation value and finding that
feeder line applicant could pay for rehabilitation costs); Glenwood & So. R.R. Co —Feeder Line
Acquisition—Arkansas & Midland R.R Co Line Between Gurdon & Birds Mill, AR, 1.C.C. Fin.
Docket No. 32613 (Nov. 23, 1994) (rejecting feeder application 1n part because applicant failed
to indicate how it would finance rehabilitation); ¢f. 49 C.F.R. § 1152.22(b) (contemplating that
there may be “deferred maintenance and rchabihitation costs” for lines proposed for
abandonment). To the contrary, it is well settled that a feeder line applicant assumes
responsibility for any rehabilitation necessary to operate the line. Sec, e.g., Pyco Industries, Inc.,
STB Fin. Docket No. 34890 (Aug. 31, 2007); Glenwood, 1.C.C. Fin. Docket No. 32613 (Nov. 23,
1994). Indcced, the Board’s regulations expressly require a party making an offer of financial
assistance to account for the cost of “rehabilitating the linc to Federal Railroad Administration
Class 1 Safety Standards.” 49 C.F.R. § 1152.27(a)(3). In short, the Board has always
recognized that purchasers of rail lines take those rail lines “as is” and must accept responsibility
for any necessary rchabilitation costs.

The Port does not cite any authority to support its cxtraordinary request that CORP be
required to repair the tunnels without compensation before selling the line to the Port. Indced,
the Port’s heavy reliance on the recent Kansas City Southern Railway Company (“KCS™)
Warren County case highlights the lack of legal support for its request. In Warren County, a rail
bridge was partially dismantled by local government officials after KCS had filed for an

abandonment exemption and parties had made an offer of financial assistance Sce Kansas City
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So. Ry. Co.—Abandonment Exemption—Line in Warren Cty , MS, STB Docket No. AB-103
(Sub-No. 21X) (May 20, 2008). In that case, the Board held that “diminishing the rail assets
during the pendency of the OFA process undermines that process because it could obstruct or
impede the cfforts of the offeror to provide rail service.” Id at 4 (emphasis added) As a result,
the Board found that “the abandoning railroad [is] responsiblc for ensuring that a rail line that is
the subject of an OFA remains in substantially the same condition it was in when the railroad
filed for abandonment authority.” /d. at 5 (emphasis addcd). The Board's decision in Warren
County was predicated on the fact that the rail assets were diminished after parties had offered to
purchase the railroad. The rule of Warren County 1s simply that while an OFA is pending a
railroad must keep the line 1n “substantially the same condition it was in when the railroad filed
Jor abandonment authority.” Id at 5 (emphasis added). Neither Warren County nor any other
Board decision supports the notion that a purchaser can demand that a railroad improve the line
as a condition of a forced sale. To order a carrier to undertake such a forced improvement for the
benefit of a feeder line applicant without compensation would unqucstionably be an
unconstitutional taking.

The Board should reject the suggestion that the Board’s decision should be influenced by
the fact that CORP 1s controlled by RaillAmerica, and that RallAmerica is now owned by certain
investment funds managed by Fortress Investment Group LLC (“Fortress”). The Board has
squarely held that “the financial position of a railroad’s corporate parent or affiliates” 1s not
relevant to whether or not a carrier is entitled to the full NLV of its real property. Decatur
County Comm 'rs v The Central Railroad Co. of Indiana, at 17 n 31 (served Sept. 29, 2000)
(“CIND™), aff d sub nom. Decatur County Comm'rs v. STB, 308 F.3d 710 (7th Cir. 2002). The

fact that CORP is ultimately controlled by an cntity with greater financial resources than CORP
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itself is beside the point. The Board cannot require Fortress or Rail America to pay for repairs to
tunnels on the Coos Bay Subdivision any more than it could order prominent BNSF investor
Warren Buffett to assume the cost of repairing a damaged bridge on BNSF’s lines. (Indecd, if
the damaged bridge were located on a linc on which BNSF was experiencing substantial
operating losses and had no prospect of returning to profitability, pnior Board precedent would
not support an order requiring BNSF 1tselF—much less its shareholders—to make such repairs )
The Board cannot treat CORP differently for being owned by a larger cntity any more than it
could treat publicly traded carricrs likc BNSF differently for being owned in part by wealthy
shareholders. Under the Board's regulations CORP must maintain “financial and operational
independence™ from its corporate parents and affiliates, who are forbidden from subsidizing
rchabilitation costs. See, e.g.. STB Finance Docket No. 34177, lowa, Chicago & Eastern R.R.
Corp. — Acquisition and Operation Exemption — Lines of I&M Rail Link, at 4 (served Jan. 21,
2003)." Requiring CORP’s corporatc parents or affiliates to assume the cost of repairing
CORP’s rail facilities would subvert the basic rule that CORP must stand on 1ts own.

Granting the Port’s extraordinary request would creatc a strong disincentive for potential
short linc investors to take on the responsibility of operating marginal lincs. The Coos Bay

Subdivision was a cast-off of a Class [ carrier (SPT) — it was a branch line with preexisting

1% CORP acquired the rail lines at issue as a new carrier under 49 U.S.C § 10901 and the class
exemption set forth at 49 C.F.R. § 1150.31. See Central Oregon & Pacific R R., Inc.—Lease,
Operation, and Acquisition Exemption—Southern Pacific Transp Co , ICC Finance Docket No.
32567 (scrved Jan. 19, 1995). The ICC and STB have required new carricrs invoking the class
cxemption to maintain “financial and operational indcpendence” from their corporate parents and
affiliates. See, e.g., lowa, Chicago & Eastern R R Corp. — Acquisition and Operation
Exemption — Lines of I&M Ra:ul Link, STB Finance Dockct No. 34177, at 4 (served Jan. 21,
2003). While a carrier’s parent or affiliate may provide start-up financing or loan guarantees, id
at 5 and n.7, the Board has stated that an acquiring carrier using the class exemption must
“assume full responsibility for its operating dccisions, profits, debts, and risk of loss,” and that a
corporate parent “could not subsidize the new subsidiary or accept the financial nisk for the
ongoing cnterprise,” nor could it extend 1ts role “beyond being a merc investor.” Id. at 6.
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maintenance 1ssues and a small operating margin that would have been abandoned years ago had
it not been for CORP’s willingness to give the line a “second chance™. Much of the rural
territory in this country likewisc scrved by short line carriers who operate branch lines that often
have deferred maintenance or rehabilitation costs and limited operating income from which to
fund capital improvements. The Port’s position that railroads can be forced to rehabulitate these
lines - - regardless of whether the cost of rehabilitation are justified by the traffic and revenucs
on the line - - would significantly increase the financial risk for anyone considering an
investment in a marginal rail linc. The Port’s demand that it be allowed to deduct the
rehabilitation costs of the line from its purchase price would have the counterproductive effect of
discouraging future investment in short lines.

B. CORP Did Not Cause The Deteriorated Tunnel Conditions That Necessitated
The Embargo.

Even if there were some legal basis for the Port’s demand that CORP pay for
rehabilitation of the tunnels before a forced sale — and there is not— the record evidence clearly
does not justify such an order The Port’s claim that the tunncl problems that required embargo
of the Coos Bay Subdivision arc attributable to “dcfcrred maintcnance™ is plainly wrong. In fact,
the necd for tunnel rehabilitation on the line is the natural result of the fact that these timber-
lined tunnels date from the nineteenth century See V.S. Lundberg at 2-3. The Oregon DOT has
rccognized that similar “aging 1ssues™ are endemic to all railroad tunnels on Oregon short lines:

Rail tunnels also suffer from aging 1ssues. There are 69 railroad
tunnels in Oregon, of which 34 are on the short linc system.

Except for onc, all of the short linc tunnels were dug between 1883
and 1916. The original builders framed the tunnel intcrior with
massive timber “ribs,” significant sections of which still serve
today Over the years, the timber decays which affccts the stability
of the tunnels.

V.S. Lundberg, Att. | at 3
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The tunnels on the Coos Bay Subdivision were already a century old when CORP
acquured the line in 1994, and they had begun to deteriorate because of their age. See V' S
Lundberg at 2. As explained in the Verified Statement of Steven Patton, the tracks on the Coos
Bay Subdivision were also 1n a declining state of repair at the time the Line was purchased by
CORP, duc to cutbacks 1n maintenance efforts by SPT for several ycars prior to the sale. See
V.S. Patton Mr. Patton explains that during the 1970's and early 1980’s, a time when the Coos
Bay Subdivision handled a far greater volume of traffic than 1t does today, the line was well-
maintained. SPT performed regular maintcnance work on the tunnels along thc Coos Bay
Subdivision during that period. However, even with that level of maintenance the tunnels on the
Coos Bay Subdivision, including Tunncl 15—onc of the tunncls that caused CORP to embargo
the line in 2007 — showed substantial signs of deterioration and required significant attention by
SPT repair crews.

Over time, SPT did not sustain 1ts prior level of maintenance on the Coos Bay
Subdivision. During the last five years before it sold the Coos Bay Subdivision to CORP, SPT
did not perform any significant rchabilitation of the aging tunncls on the line. Sec V.S. Patton
at 2-3. As aresult, when CORP acquired the Coos Bay Subdivision, the line alrcady suffered
from a substantial amount of deferred maintenance and little tunnel work had been performed in
five years. Thus, any suggestion that CORP bought a rail line in pnistine condition and allowed
the tunncls to detcriorate to their present condition through simple neglect is ssmply not correct.

Witnesscs at the August 21 hearing confirmed that the deteriorated condition of the
tunnels on the line predated CORP’s ownership. Edward Immel, a former ODOT rail planner,
confirmed that the line was “very, very difficult” to maintain and that in 1994 the State was

aware of the significant expenses required to maintain the line in adequate condition (August 21

61



PUBLIC VERSION

Hearing Tr. Vol. II at 33 (Immel).2’ At that same hearing former SPT employcc Mr. Nugent
agreed that “the tunnel conditions that eventually prompted the discontinuance of service were
readily apparent™ at the time of CORP’s acquisition of the line. August 21 Hearing Tr Vol. Il

at 4 (Nugent). In short, there is no question that CORP inheritcd a line with deteriorated tunnels,
and that the current condition of thosc tunnels is the result of long-term aging 1ssucs that arc
common to older, timber-lined tunnels, not intentional neglect by CORP.

The Port does not point to any concrete evidence to support its assertion that current
tunnel conditions were caused by deficient maintenance. Indeed, the Port contradicts itself by
submitting evidence that significant tunnel deterioration had occurred before SP sold the line to
CORP. In 1994 Montana Rail Link commissioned a study of tunnel conditions on the Coos Bay
Subdivision that identified the need for rehabilitation of five tunnels on the line, including
Tunnel 15 and Tunnel 18 See Exh. 5 to Port Reply to Board’s Show Cause Order, STB Fin.
Docket No. 35130 (filed Junc 3, 2008). This March 1, 1994 Shannon & Wilson Report
identificd the nced for $695,000 in immediate tunncl repairs on the Coos Bay Subdivision
(nearly $850,000 in 2008 dollars) and an additional $8,170,000 in longer term tunnel
maintenance on the CORP system.zl See id In short, the evidence 1s clear that the tunnel
conditions precxisted CORP’s acquisition of the line, and did not arisc during the time CORP

operated the line.

20 References to testimony from the August 21 hearing are taken from a preliminary transcript of
the hearing. As discussed by counscl for the parties and STB staff following the hearing, when a
final transcript is available, CORP will provide the Board with page references to the final
transcript.

2L 1t should be emphasized that this report was prepared for Montana Rail Link—not CORP. Mr.
Lundberg was unaware of this report before the Port attached 1t to its filing in the Show Causc
Proceeding, and there 1s no indication that CORP (or RailAmerica) were aware of its contents
when CORP acquired the Coos Bay Subdivision. See V.S Lundberg at 3.
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C. CORP Did Not Defer Maintenance On The Line.

Moreover, the Port’s claims that CORP intentionally deferred maintenance of the Coos
Bay Subdivision in order to profit from a later abandonment of the linc arc utterly contradicted
by the facts. See Bishop V.S. in Support of Supplement to Port’s Application at 9. The truth is
that CORP invested substantial sums in maintaining and improving the Coos Bay Subdivision —
spending a far greater percentage of revenucs generated by the Line than is customary in the
industry — and that CORP increased spendl-ng on maintenance and capital expenditures even
after the Line became unprofitable.

There is no qucstion that the rugged terrain in which the Coos Bay Subdivision is located
makes the Line extraordinanly expensive to maintain. The Port admits as much, stating that “thc
Line’s characteristics make it more expensive to maintain than many short lines.” Application at
48 In addition, the Oregon Department of Transportation (“ODOT™) recently observed that the
Coos Bay Subdivision is particularly “costly to maintain.” Oregon Short Line Railroads
Assessment at 4 (Fcb. 18, 2008) (Lundberg V.S. Attachment 1) (*With nine tunnels and 63
bridges longer than 100 feet, this curvaceous line through coastal mountains known for abundant
rainfall is costly to maintain and will require capital investment for aging tunnels and bridges 1n
the near-term.”). These assessments were echoed at the August 21 public heaning, where former
Oregon state rail planner Edward Immel testified that the line was “very, very difficult to
operate.” August 21 Hearing Tr. Vol. 1I at 33 (Immel).

Contrary to thc Port’s bascless allegations, CORP has invested heavily in both
maintenance and capital expenses on the Coos Bay Subdivision. Table 1 sets forth CORP’s
spending on maintenance and capital investments on the Coos Bay Subdivision between 2002

and 2007, See V.S. Lundberg at 4-5.
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Table 1%
Coos Bay Subdivision Revenues, Operating Income, Maintenance
Expenscs, and Capital Spending

2002 2003 2004 2005 2006 2007
Total Annual Revenuc $3,068 |$3,522 | $2,418 |$3,050 |$3,360 |$2,674
Operating Income $235 $552 (3578) | ($939) | ($1,172) | (8792)
Track, Bridge & Crossing
Maintenance $560 $740 $662 $738 $934 $721
Capital Spending $269 $431 $257 $1,280 | 81,775 | $567
Maintcnance Spending as
Percentage of Revenue 182% 121.0% [274% |242% |27.8% |27.0%
Capital Spending as
Percentage of Revenue 8.8% 122% |10.6% [42.0% |52.8% |21.2%
Maintenance and Capital
Spending as Percentage of
Revenue 27.0% 133.2% |38.0% |662% |80.6% |48.2%

As Tablc | shows, between 2002 and 2007, CORP spent an average of 24 percent of its
annual gross freight revenues earned on traffic moving over the Coos Bay Subdivision for
ordinary track, bridge and crossing maintenance on the Line. Sec¢ V.S. Lundberg at 4. By
comparnison, the average cost of ordinary maintenance on the lines operated by RailAmerica’s 41
short hine rail carriers is approximately 13 percent of gross freight revenues. See id. Indeed,
CORP’s maintenance spending as a percentage of revenues is nearly double the prevailing rate of
maintenance in the railroad industry—in 2006, the aggregate expenditure by Class I rail carriers
for all “Way and Structures™ expenses (which include more than track, bnidge and crossing
maintenance) represcnted only 13.1% of their aggrogate gross operating revenues for 2006.2

When cxtraordinary capital cxpenditures arc considered, CORP’s commitment to

maintaining the Coos Bay Subdivision is even more clear. As Table 1 indicates, between 2002

*Z All amounts in Table 1 are expressed in thousands

23 See Class 1 Railroad Annual Report (R-1), Sched. 210, Line 13 (Total Railway Operating
Revenuc) and Sched. 410, Line 151 (Total Way and Structures) as filed with the STB by each

Class I railroad for 2005 and 2006 (at http://www.stb.dot.gov/stb/industry/econ_reports.html).
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and 2007, CORP invested an additional 25% of the annual gross freight revenues eamed on
traffic moving over the Coos Bay Subdivision for extraordinary capital projccts on the Line. See
V.S. Lundberg at 5. In 2005 and 2006 — years in which CORP lost approximately $1 million
annually from operations on the line (see Table 1) — CORP made $1.28 million and

$1.78 million, respectively, in capital cxpenditurcs on the Coos Bay Subdivision. See id

Between 2002 and 2007, CORP's combined ordinary maintcnance and capital investment

spending on the Coos Bay Subdivision consumed 49.4% -- nearly half -- of gross revenues from

the line. Seetd. These data are hardly indicative of a railroad seeking to “milk” an asset through
intentional neglect. Moreover, notwithstanding the substantial losses that CORP experienced
from operations on the Coos Bay Subdivision, CORP’s combined ordinary maintenance and
capital investment spending on the line rose to 66.2% of gross revenues from the hne in 2005
and 80.6% of gross revenues from the line in 2006. See id. These facts prove that the Port’s
claim that CORP purchased a strategy of “milking” the Coos Bay Subdivision by deferring
maintenance is absolutcly false. Even the Port’s Executive Director grudgingly admitted at the
August 21 hearing that parts of the Line have been “well-maintained.” August 21 Hearing Tr.
Vol. I at 141 (Bishop). In short, CORP’s substantial investments in the Coos Bay Subdivision in
spite of 1its operating losses disprove thc Port's allegations that CORP willfully ncglected the
Line Fmnally the Port’s claim that Fortress’s acquisition of CORP’s parent Rail America
coincided with a decrease in CORP maintenance of the Line is specious. See Bishop V.S. in
Support of Supplement to Port’s Application at 9 As Table 1 above demonstrates, during 2007
CORP spent $1,308,000 on maintenance and capital expenditures on the Coos Bay Subdivision.
See V.S. Lundberg at 8. The vast majority of those expenses were incurred after Fortress’s

acquisition of RaillAmenca was completed on February 14, 2007. See :d Indeed, one of the
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largest maintenance expenditures in the history of CORP’s ownership of the Coos Bay
Subdivision—the $1.7 million repair of Tunnel No. 15 between November 2006 and January
2007—was incurrcd after Fortress and Rail America announced the acquisition on November 15,
2006. Seec id These facts demonstrate that the Port’s outragcous claim that “CORP stopped
making repairs” to the Coos Bay Subdivision “once Fortress Investments announced that 1t was
acquiring RaillAmerica™ is a blatant falsehood. See Bishop V.S. in Support of Supplement to
Port’s Application at 9.

D. CORP’s Maintenance Of Tunnels On The Line Was Reasonable.

The Port’s suggestion that CORP failcd to take any action to maintain the tunnels since
1994 1s likewise untrue. Since 1t acquired the line CORP, likc SPT before it, has pcrformed
ordinary maintenance on tunnels on the Coos Bay Subdivision to the extent necessary to permit
continued rail service. See Lundberg V.S. at 6. To be sure, CORP has not undertaken a major
capital program to rebuild the tunnels on the Coos Bay Subdivision (although, as discussed
below, 1t did make major improvements to Tunnel 21 in 1998 and Tunnel 15 in 2006). Sece 1d.
Such a major capital program could never have been economically justificd by the level of traffic
and revenues on the line, ¢ven in the years prior to 2004 when operations on the Line generated
modest profits. See id Indced, it is likcly that SPT chose to dispose of the Line based upon its
assessment that it could not earn a return on the capital required to address the long-term needs
of the tunnels on the Line. See id.

Prior to the embargo, CORP did on several occasions undertake significant tunncl
rehabilitation work when 1t became neccssary to do so in order to permit continued operation of
the Coos Bay Subdivision. For example, following a 1998 fire that damaged Tunnel 21, CORP
performed major work to that tunncl and restored operations. More recently, after an October

" 2006 inspection by FRA and ODOT revcealed sigmificant deterioration in Tunnel No. 15, CORP
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hired a contractor to perform repairs to the tunncl. During those repairs, Tunnel No. 15
collapsed, increasing the cost of repairs (initially estimated to cost $350,000 - $400,000) to
approximately $1.7 million. These substantial investments in the tunnels on the Line belie the
Port’s assertion that CORP neglected the tunncls for many years.

CORP’s decision to embargo the Coos Bay Subdivision in September 2007 was
motivated by concerns about the safety of several tunnels on the Line — not, as the Port claims,
by a desire to “take advantage” of shippers or the State. The conditions that led to the embargo
are well-documented in the report prepared for CORP by Shannon & Wilson in July 2007, and
were confirmed by FRA in an inspection conducted shortly after the embargo went into effect.
V.S. Lundberg at 9. After embargoing the line for safety reasons, CORP made an economic
asscssment of the cost of undertaking the necessary repairs in light of existing traffic and future
prospects for the line. With no realistic prospect of reversing the mounting losses on the Line
(which had grown to more than $1 million annually), CORP could not justify an investment of
$2.9 million to repair the tunnels. Contrary to the Port’s allegations, neither “the common camer
obligation™ nor prior Board precedent mandated that CORP make such an investment, upon
which 1t would never earn a return. CORP’s decision to abandon the Line (following an
unsuccessful attempt to enlist financial support from the Statc, UP and shippers) was a lawful
and economically justified business decision.

Finally, there 1s no basis for allegations that CORP ncver advised the State of the
detcriorating condition of the tunnels, and did not seek financial assistance for tunnel repairs
prior to the embargo. See, e.g., Letter of Hon. Peter DeFazio et al. at 1 (filed Aug 18, 2008). In
fact, CORP did ask ODOT to help 1t address the long-term need for tunnel repairs. In 2006

CORP applied to ODOT for a ConnectOregon grant to, inter alia, “[r]cpair tunncl lining in
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tunncls 13, 15, and 20 on the Coos Bay Subdivision.” Lundberg V.S. Attachment 3 at 8
(ConnectOregon Application). That application was not granted.”*
* * *
In conclusion, there 1s no legal or factual justification for allowing the Port to purchase
the Coos Bay Subdivision for anything less than its constitutional minimum value. If the Port
wishes to purchase the rail line to provide rail service, it must take responsibility for the

rchabilitation nccessary to restore rail service.

2% The suggestion by the Port and its allies that CORP should be ordered to improve the Coos
Bay Subdivision to FRA Class 2 standards is unwarranted and based on an incorrect factual
premisc. See id. Letter of Hon. Peter DeFazio et al at 1 (filed Aug 18, 2008) (“encourag[ing] the
Board to order that CORP be required to bring the linc back up to FRA Class 2 operation
standards™). In the first place, Coos Bay Subdivision track was not at FRA Class 2 standards
when CORP purchased it from SPT See V.S. Patton at 2-3. Rather, the line was a mix of FRA
Class | and Class 2 track at that time. As former SPT employee and current CORP Track
Inspector Steve Patton testifies, the condition of the Coos Bay Subdivision’s track at the time of
the embargo was no worsc than it was when SPT sold the line to CORP See Patton V.S. at 2-3.
Moreover, given the volume and nature of the traffic on the Coos Bay Subdivision, there is
simply no need for 1t to be maintained to FRA Class 2 standards. See Lundberg V.S. at 8 If the
Port purchases the Coos Bay Subdivision, a well maintained Class 1 physical plant is more than
adequate to provide scrvice over this branch line.
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CONCLUSION

For the reasons set forth in this Response, CORP respectfully requests that the Board find

that the constitutional minimum value of the Coos Bay Subdivision is $26,811,209. If the Board

determines that the Port’s Feeder Line Application otherwise satisfies the standards set forth at

49 U.S.C. § 10907, 1t should require the Port to pay CORP the full constitutional valuc for the

Line.
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PUBLIC VERSION

BEFORE THE
SURFACE TRANSPORTATION BOARD

Oregon International Port of Coos Bay — Fecder Line
Application - Coos Bay Rail of the Central Oregon &
Pacific Railroad, Inc

Docket No. 35160

B . L W

VERIFIED STATEMENT OF PAUL LUNDBERG

My name is Paul Lundberg. [ am Scnior Vice President - Strategic Relations of
RailAmerica, Inc. [ also serve as Vice President of Central Oregon & Pacific Railroad. Inc
(“CORP™). My business address is 7411 Fullerton Strect, Jacksonville, FL 32256. My
bachground and qualifications are described in detail in the Verified Statement that I submitted
on July 14, 2008 1n connection with CORP’s Abandonment Application 1n Docket No AB-515
{Sub-No 2)

The purpose of this Verified Statement 1s 1o respond 10 assertions by the Oregon
International Port of Coos Bay (the “Port”) that CORP “knowingly neglected™ its line of railroad
between milepost 763.130 near Cordes, OR and milcpost 652.114 near Dancbo. OR (the “Coos
Bay Subdivision™), engaged in a “repeated and willful deferral of tunncl maintenance™ on the
hne, and pursucd a “milk-the asset strategy with respect to the Coos Bay Line (and, specifically,
the tunnels).” Port Application at 48-49 As this Verilied Statement (and the testimony of
witness Patton) will show, such allegations are simply not true.

In the first place, the current condition of tunnels on the Coos Bay Subdiviston 1s the
result of natural deterioration of timber-lined tunnels that are more than a century old — not
CORP’s failure to perform ordinary maintenance during the time 1t has owned the line  Second,
CORP has not “deferred™ track maintenance on the line — to the contrary, CORP has invested in

both ordinary maintcnance and capital work on the Coos Bay Subdivision at levels far exceeding
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those typically undertaken by other Class I or shortline carriers. Finally, the Port’s suggestion
that CORP’s decision to cmbargo the line and to seck abandonment authority are part of a
“strategy” to “milk™ the Coos Bay Subdivision is nonscnse See Port Application at 49, Bishop
V.S. 1n Support of Supplement to Port’s Application at 9-10. As the Board is well aware, CORP
was forced to embargo the line because of serious safety concerns — concerns that were
reaffirmed by the Fedcral Railroad Administration (“FRA™). Even aflcer the embargo was
imposed, CORP sought to avoid an abandonment by soliciting interested stakeholders to
participatc with CORP in a cooperative effort to repair the tunnels, rehabilitate the linc and
assurc continued rail service for the long term  When that etlort failed, CORP had no viable
cconomic alternative bul 1o seek authority to abandon the line.

L. TUNNELS ON TTIE LINE HAVE DETERIORATED BECAUSE OF AGE—NOT
CORP’S NEGLECT

The Port wrongly suggests that the current problems in Tunnels 15, 18 and 20 arc
attributable solely to alleged “deferred maintenance” by CORP In fact, the need to rehabilitate
the tunnels on the Coos Bay Subdivision is the natural consequence of the fact that these timber-
lined tunncls date from the nincteenth century. In a recent report. Oregon DOT acknowledged
that such “aging 1ssues™ are endemic to all railroad tunnels on Oregon short lines
Rail tunnels also sufter from aging issues. There are 69 railroad
tunnels in Oregoen, of which 34 are on the short line system.
Fxcept for one, all of the short line tunnels were dug between 1883
and 1916. The original builders framed the tunnel interior with
massive timber “ribs,” significant scctions of which still serve
today. Over the years, the timber decays which afTects the stability
of the tunnels.

(See Attachment 1 at 3.)

The tunncls on the Coos Bay Subdivision were already a century old when CORP

acquired 1ts rail lines from Southern Pacific Transportation Company (“SP’ ") in late 1994
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Contemporaneous evidence shows that the tunncls exhibited significant signs of deterioration at
that time because of their age Indeed. the Port™s attempt to blame CORP for the condition of the
tunnels 1s contradicted by the Port’s own evidence, which indicates that significant tunnel
deterioration had occurred betore SP sold the line to CORP. Specifically, 1n its reply evidence in
the Show Cause Proceeding. the Port submitted an analysis of the tunnels on the Coos Bay
Subdivision prepared by Shannon & Wilson in 1994, (RailAmerica was not aware of the
existence of that rcport before the Port's filing — that report was not commissioned by CORP, but
rathcr was prepared at the request of Montana Rail Link, which apparently considered making a
competing offer to buy the line from SPT.) The 1994 Shannon & Wilson report found
“important instability requiring immediate repair” in both I'unnel 15 and Tunnel 18 (two of the
tunnels that gave risc to the embargo last Seplember). See Port Reply in Show Cause
Proceeding, 1:xhibit 5 at 2. Overall, Shannon & Wilson 1dentified approximatcly $8 million in
rehabilitation work required in the tunnels that were conveyed by SPT to CORP (including
tunnels on both the Coos Bay Subdivision and the Siskyou Subdivision). /d at 3. This
contemporaneous evidence shows that many of the tunnel problems that currently exist on
CORP’s rail lines predate CORP"s ownership of the property

1. CORP DID NOT DEFER MAINTENANCE ON THE LINE.

The Port’s claim that CORP has pursucd a “milk the assct™ strategy by intentionally
deferring maintenance of the Coos Bay Subdivision is demonstrably false See Bishop V.S. in
Support of Supplement to Port’s Application at 9. The truth of the matter is that CORP has
invested at a far greater rate than is customary in the rail industry 1o maintain the Coos Bay
Subdivision. Indeed. CORP increased spending for both ordinary maintenance and capital work

on the Coos Bay Subdivision even afler the line became unprofitable. Table 1 scts forth CORPs
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reyenues, operating income. maintenance and caprtal investments on the Coos Bay Subdivision
lor the years 2002 — 2007 (up 1o the date of the embargo).
TABLE I'

Coos Bay Line Revenues, Operating Income, Maintenance Expenses, and Capital Spending

2002 2003 | 2004 2005 2006 2007
Total Annual Revenuc $3,068 | $3.522| $2.418 | $3,050! $3.360| S$2.674
Operating Income $235 $552 | ($578)| ($939) ! (S1.172) 1 ($792)
I'rack, Bridge & Crossing | I
Maintenance $560 .  $740 $662 $738 $934 $721
Capital Spending $269 $431 $257 | $1,280 $1.775:  $367
Maintenance Spending as ; |
Percentage of Revenue ©182% 1 21.0% | 274%| 242%. 278% ' 270%
Capital Spending as ' ' :
Percentage of Revenue P 8.8% 12.2% | 10.6% | 42.0% 528%. 21.2%
Maintenance and Capital : -
Spending as Percentage of :
Revenue 270%  332% | 38.0% 66.2% | 80.6% | 482%

As Table | shows, between 2002 and 2007. CORP spent an average of 24 percent of the
annual gross [reight revenues earned on traffic moving over the Coos Bay Subdivision for
ordinary track, bridge und crossing maintcnance on the line. In 2006 (the last full year of
operations), the cost of ordinary track. bridge and crossing maintcnance on the Coos Bay
Subdivision rosc to $934,000, or 27.8 percent of the $3.360 million in gross freight revenues
gencerated by traffic on the line in that year. By comparison, the average cost ol ordinary
maintenance on the lines operated by RailAmerica’s 41 short line carriers is approximatcly 13 %
of gross freight revenues. CORP’s maintcnance spending as a pereentage of revenues 1s also
much higher than the prevailing ratc among Class | ruilroads—in 2006, the aggregate

cxpenditure by Class I rail carricrs for all “Ways and Structures™ (which includes more than

' All amounts in Table 1 arc expressed in thousands.
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track. bridge and crossing maintcnance) equaled only 13.1% of their apgregate pross operating
revenues for 2006.°

When extraordinary capital expenditures are considered, CORP’s commitment to
maintaining the Coos Bay Subdivision 1s even more clear As Table 1 indicates, between 2002
and 2007, CORP invested an additional 25% of the annual gross [reight revenues earned on
traftic moving over the Coos Bay Subdivision for extraordinary capital projects on the line In
2005 and 2006 — years in which CORP lost approximately $1 million annually from opcrations
on the line (see Table 1) — CORP madc $1.28 million and $1.78 million, respectively, in capital

expenditures on the Coos Bay Subdivision. Between 2002 and 2007, CORP’s combined

ordinary maintenance and capital investment spending on the Coos 3ay Subdivision consumed

49 4% — nearly half — of gross rcvenues from the line. Moreover, notwithstanding the

substantial losscs that CORP experienced from operations on the Coos Bay Subdivision. CORI"s
combined ordinary maintcnance and capital investment spending on the line rose to 66.2% of
gross revenucs irom the line in 2005 and 80 6% of gross revenues from the line in 2006. Such a
level of investment is hardly indicative of a strategy 1o “milk™ an asset by deferring mainienance.
Attachment 2 to my Verified Statement presents similar financial information lor
CORP’s entire rail operations. As that Attachment shows, CORP has consistently invested
substantially in both ordinary line maintenance and capital projects across its system, Indeed,
notwithstanding a marked decline in overall profitability over the past four vears. CORP has

significantly increased both ordinary maintenance and extraordinary capital expenditures during

* See Class I Railroad Annual Report (R-1). Sched. 210, Line 13 (Total Railway Operating
Revenue) and Sched 410, Line 151 (Total Way and Structures) as filed with the S 1B by each
Class I railroad for 2005 and 2006 (at http://www.stb dot.gov/stbindustry/econ_reports himl)
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that period. Again, the Port’s claim that CORP has been “milking the asscts™ of the railroad 15
flatly contradicted by the facts

In short, the hard data regarding CORP"s expenditures for ordinary maintenance and
extraordinary capital work on the Coos Bay Subdivision belie the Port’s irresponsible (and
unsupported) rhetoric about CORP’s supposed “neglect” of the line

111. CORP PERFORMED TUNNEL REPAIRS AS NECESSARY TO KEEP THE
LINE OPERATIONAL

The Port’s allegation that CORP has failed since 1994 to take any action to maintain the
tunnels on the Coos Bay Subdivision is false. As witness Patton (who has been engaged in track
inspections for both SPI' and CORP on the Coos Bay Subdivision for nearly 30 years) testifies,
CORP, like SPT before it, has performed ordinary maintenance on tunnels on the Coos Bay
Subdivision as necessary {rom time 10 time to permit continued rail service. To be sure, CORP
has not undertaken a major capital program to rebuild the tunnels on the Coos Bay Subdivision
(although, as discussed below. it did make major capital improvements to Tunnel 21 in 1998 and
Tunnel 15 in 2006). Such a major capital program could not have been cconomically justified by
the level of traffic and revenuces on the line, even in the years prior 1o 2004 when CORP’s
operations were profitable. Indeed, it is likely that SPT's decision to dispose of the Coos Bay
Subdivision was motivated in large measurc upon its asscssment that it could not carn a return on
the major capital program that would have been required to address the long-term needs of the
tunnels on the line.

Prior to the embargo. CORP did perform significant tunncl work when such work was
nccessary to permit continued operation of the Coos Bay Subdivision T'or example, 1n response
to a 1998 firc that damaged Tunncl 21, CORP performed major capital work to repair the

damagc and restore the tunnel to service. More recently, after an October 2006 joint inspection
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of the Coos Bay Subdivision by the FRA and ODO'I revealed significant deterioration in 'unnel
No. 15, CORP hired a contractor to perform repairs to the tunnel. During those repairs, Tunnel
No. 15 collapsed. increasing the cost of repairs (initially estimated to be $350,000 - $400,000) to
approximately $1.7 million.

Statements suggesting that CORP “neser communicated” with the State of Oregon
regarding the condition of the tunncls on the Coos Bay Subdivision, or that CORP did not seck
financial assistance to address the tunnel issue prior 10 the September 2007 embargo. are
likewisc incorrect. See Letter of 11on. Peter DeFasio et al. at | (filed Aug 18, 2008). Tn 2006,
CORP applied 1o ODOT lor a ConnectOregon grant to, inter alia, “[r]cpair tunnel lining in
tunnels 13. 15. and 20 on the Coos Bay Subdivision.” See Attachment 3 ("ConnectQOregon
Application™) at 8. However, CORP's application was not granted. (It should be noted that the
Port plans on using ConnectOregon grant money to lund a significant portion of its proposed
purchase and rehabilitation of the Cooes Bay Subdivision.) CORP asked ODOT for help
rchabilitating the line, but QDOT declined to provide it

The suggestion by the Port and its allies that CORP should be required to pay for the cost
of rehabilitating the track on the Coos Bay Subdivision to | RA Class 2 standards 1s particularly
unfounded. Sev 1d (“encourag[ing] the Board 10 order that CORP be required to bring the line
back up to FRA Class 2 opcration standards™). As witness Patton testifies. the Coos Bay
Subdivision had ceased 10 be maintained by SPT to FRA Class 2 standards for a number of
years before CORP purchased it Rather, at the ime ol the sale. the Iine consisted of a
combination of FRA Class 1 and Class 2 track. At the time of the embargo, the line likewisc had
been maintained by CORP to I'RA Class 2 standards in certain locations and 1 RA Class 1

standards in other locations. Witness Patton testifics that the overall condition of the Coos Bay
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Subdivision at the time of the embargo was no worse than 1t was in late 1994 Given the low
volume of traffic on the line — an average of fewer than 20 cars per day — and the fact that the
vast majorty of that traffic consists of forest products whose shipment is not time-sensitive,
there is simply no need for the entire Coos Bay Subdivision to be improved to FRA Class 2
standards. Indeed, a large proportion ol the track operated by short-line railroads across the
Lnited States is FRA Class 1 track. If the Port acquires the Coos Bay Subdivision pursuant to
its Feeder Line Application, a well-maintained FRA Class | physical plant witl be more than
adequate 1o meet the needs of the existing traffic base on the line.

Finally, the insinuation that Fortress’s acquisition ol CORP’s parent. RailAmerica,
coincided with a cessation of line maintenance on the Coos Bayv Subdivision 1s mentless
Fortress announced its acquisition ol RallAmerica on November 15, 2006, and the transaction
was consummated on February 14, 2007, As Table 1 demonstrates, CORP spent $1.308.000 on
ordinary maintenance and capital expenditures on the Coos Bay Subdivision during 2007.
Moreover, one of the largest capital expenditures in the history of CORP’s ownership of the
Coos Bay Subdivision —the $1 7 million repair of Tunnel No 15 between November 2006 and
January 2007—was undertaken afier Fortress agreed to acquire RailAmerica As thesc facts
demonstraie, any suggestion that ownership by Fortress led CORP 1o curtail its invesiment in the
Coos Bay Subdivision 1s nonsense.,

IV.  CORP’S EMBARGO OF THE LINE AND EVENTUAL DECISION TO
ABANDON THE LINE WERE NOT AN EFFORT TO “MILK THE ASSET.”

The Port’s vague allegation that CORP"s embargo of the Coos Bay Subdivision and
application to abandon that line represent an atiempt 10 reap a prolit by “taking advantage of a
confluence of events™ is untrue. See Bishop V.S. m Support of Supplement to Port’s Application

at 9. At the hearing on August 21. 2008. Port witness Bishop even went so far as to suggest that
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the timing of the cmbargo and abandonment were designed Lo tahe advantage of rising scrap
metal prices. (Witness Bishop docs not explain how CORP could have predicted the run-up in
metals prices during 2008 when it embargoed the line in September 2007.) Contrary to these
unsupported allegations, CORP’s decision 1o embargo the Coos Bay Subdivision was made
necessary by well-documented safety issucs with the tunnels In particular, CORP was advised
by Shannon & Wilson in September 2007 that repairs to Tunnels 13, 15, and 18 were “necessary

to continue relatively safe train passage ™ See CORP’s Show Cause Reply, Exhibit 6, September

21, 2007 Supplement at 2. Immediately after the embargo, the FRA nspected the subject tunnels
and confirmed that continued operation in those tunnels was “hazardous 1o train traffic and
mainicnance operations.” /d Ex. 7 Thus, the timing of the embargo was based upon the
physical condition of the tunnels (as reporied by Shannon & Wilson and FRA). not by a dcesire to
*take advantage™ of conditions in the metals market

Aller embargoing the line for those safety rcasons, CORP madc an economic asscssment
of the cost of undertaking the necessary repairs in light of existing traffic and future prospects for
the line. I'acing operating losses that had reached more than $1 million annually, and with no
realistic prospect for offsctting thosc losses by raising rates or attracting new business 1o the line,
CORP simply could not justily an immediate investment of $2.9 million to repair the tunncls on
the Coos Bay Subdivision. Morcover. our experience in November 2006, when the cost of
repairing I'unnel No. 15 grew Irom an estimated $350,000 - $400,000 to $1.7 million, gave us
pause about embarking on a major tunnel capital program that was highly unlikely to generate a
positive return. We concluded that. absent public participation in the cost of repairing the

tunnels and mitigating the mounting losses from operations, rail service on the Coos Bay

R
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Subdivision could not continue. When our cfforts to forge a public/private partnership to

provide such assistance failed. we reluctantly moved forward with our abandonment application.
In short, CORP was not “taking advantage™ of anything — the cmbargo was a nccessary

safety decision, and the decision to abandon the line (following an unsuccessful attempt to enlist

financial support from the Statc. UP and shippers) was a rational and well-justified busincss

decision
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I, Paul Lundberg, declare under penaliy of perjury that the foregoing 15 true and correct.

Further 1 cenify that | am qualified and authorized

Exccuted on ‘rD MUShzoos
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DATE: February 18, 2008

TO:—Heuse-Frenspertation-Cemmittee -

FROM: Kelly Taylor
Rail Division Administrator

SUBJECT: Oregon Short Line Railroads Assessment

introduction

This high level assessment of the Oregon short line railroads’ business viability and
service issues considered data including: the number of miles within each railroad's
system, annual revenue, carioad business volumes, the condition of the line and its
components (track, bridges and tunnels) and whether the line can handle the industry
standard rail cars. The attached table reflects this data for each Oregon short line
railroad and a short description of the overall condition or specific issues related to the
railroad’s infrastructure, business or funding.

General Information

Since the 1980 Staggers Act (rail industry deregulation), the Class [ railroads have
abandoned, sold or leased hundreds of miles of “redundant™ or marginally profitable
routes to reduce overhead costs in response o changes within the industry that led fo
the gradual merger of most of the Class | railroads. Typically, these routes with low
business density and in poor condition became today’s short line railroads.

Oregon is served by two Class | railroads: the Union Pacific Railroad and the BNSF
Railway Company, and 20 short line and regional railroads. Of the 2,388 miles of rail
track in Oregon, short line and regional railroads operate 54 percent and the Class |
railroads operate 46 percent.

Nearly half the lumber, wood and paper products shipped out of Oregon are by ralil.
Agriculture is also a heavy user of rail service. Moving cargo by rail is three times more
fuel efficient than by truck and it reduces road congestion and wear. A railcar's capacity
equals three to four trucks.

Access to rail service gives shippers a wider choice of transportation options. About 60
percent of Oregon'’s shippers are located on short line and regional railroad lines. These
railroads handle about 194,000 rail carloads each year. They move the goods primarily
intrastate, connecting to the UP and BNSF main lines in order to reach other states.

Business Viability

Since short line railroads acquired lines that were most likely in poor condition, it is
imperative for the railroads to attract and sustain a certain level of business to provide
the revenue needed to repair and maintain the rail infrastructure. Without adequate

Page 1of 7
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revenue, it is just a matter of time before the railroad cannot provide service to its
customers.

According to the 1993 I.C.C. pamphlet “Before You Start a Small Railroad”, annual
carloads per mile can be predictors of viability:

. Below 25, viability of a line is unlikely except under special circumstances such
as shipper ownership, willingness of iocal government to subsidize the line, ora
very short distance with optimal operating conditions.

. 25 to 50, the line may be successful if the railroad is not responsible for track
maintenance and taxes, as for example if the track is owned by a government
which assumes these responsibilities.

. 50 to 100, chance for success is good if other conditions for success are
favorable.
. Over 100, success is almost assured assuming other conditions are normal.

Unfortunately, many of the short line railroads, or branch lines within a short line
railroad’s system, do not have a sustainable level of business to pay for both operations
and maintenance. As a result, the short line railroads are depleting the residual value of
their infrastructure assets.

Infrastructure Issues
Oregon'’s short line rail infrastructure needs critical improvements, specifically track,
bridges and tunnels, to maintain operations and facilitate the projected growth in

Oregon's economy.

Track - There are two main components, 1) track “classification”, and 2) whether the
track is heavy enough rail to support the rail industry standard car that weighs 286,000
ibs, i.e. 286k.

The FRA has established nine classes of track and safety standards that prescribe the
maximum speed of operation for both freight and passenger trains. The higher
classification number, the higher maximum speed allowed. Oregon’s short line railroads
are a mixture of excepted, Class 1 and 2 track classification:

Excepted  Freight speed is 10 mph; passenger and more than five HazMat cars
operation at a time is prohibited.

Class 1 Freight speed is 10 mph; passenger-speed is 15 mph

Class 2 Freight speed is 25 mph; passenger speed is 30 mph

Designating track as “excepted” is the prerogative of railroad and gives exemption from
compliance with any FRA regulation except track gage (width between the rails). Many
rail operators choose to maintain their track as Class 1 or declare it as “excepted”, since
upgrading track to Class 2 may allow operation at higher speed {25 mph), but comes
with the responsibility of higher maintenance costs and more FRA regulations.
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In the 1980’s, the industry standard railcar increased from a GVW of 263,000 Ibs. to

286,000 Ibs, referred to as “286K". As rail cars increase in capacity and weight, the size

of rail needed to safely carry heavier cars also must increase. The generally-accepted

minimum rail section for handling 286K railcars is that weighing 110 ib. per yard,
——however-133-b-or-heavierrail-is-preferable—Cumently,-about 80-percentof Oregon's—— ——

rail miles are 110 Ib. or above. Of the remaining 20 percent, the majority varies from 62

Ib. rail to 90 Ib. rail.

The cost to upgrade rail track to accommodate 286K rail cars is estimated at $250,000
to $300.000 per mile. Upgrading the Oregon frack that cannot handle 286K rail cars
today wilf cost between $125 million to $150 million.

Bridges - Similar to Oregon’s aging highway bridge issue, the rail bridges are aging and
in need of repair or replacement. There are hundreds of rail bridges in Oregon. These
second and third generation bridges were built in the 1940s and 1950s. The majority
were built as timber trestles, not steel or concrete. The assessment data includes only
bridges that are over 100 feet in length.

Tunnels - Rail tunnels also suffer from aging issues. There are 69 railroad tunnels in
Oregon, of which 34 are on the short line rail system. Except for one, all of the short
line tunnels were dug befween 1883 and 1916. The original builders framed the tunnel
interior with massive timber “ribs,” significant sections of which still serve today. Over
the years, the timber decays which affects the stabifity of the tunnels.

As noted in a recent United States Government Accountability Office (GAQ) report,
there are no FRA regulations for railroad tunnels and bridges. So, unlike highway
bridges, we do not have a reliable inventory or data about the bridges and tunnels to
identify which are at the highest risk or the strategy to mitigate the risk. Also, except
between Portland and Eugene, there are no available “detour” routes for rerouting trains
if a bridge or tunnel fails. Instead, those rail lines would simply be rendered out of
service, i.e. the recent Coos Bay line embargo.

Rail Funding
The railroads invest in maintenance and preservation of their lines. However, raiiroading

is one of the most capital infensive industries. Railroad capital expenditures equal about
18 percent of their revenues, significantly higher than other industries, e.g. three percent
for food manufacturing, four percent for wood products and metals, five percent for

paper.

Oregon’s congressional delegation has secured nearly $50 million towards various short
line rail needs in Oregon, including $8.3 million for the renewal of a wooden bridge in
Albany, and $11 million to repair the 1996 storm damage on the Port of Tillamook Bay
railroad. Oregon legislators have also provided muitipie millions of funds to short line rail
infrastructure. Of the 2005 ConnectOregon funds, nearly $29 million was awarded fo
projects that benefit the short line railroads.
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To ensure you have current program information, e-mall connecty ¢.0r 11§ {0 get on the electronic malling list.

PART A- Project Summary and Certiflcation: Use this form or a replica Print and sign one et’gmal Attach

addrtional text at the end as necessary identified with the
1. APPLICANT corresponding queston number
ORGANIZATION NAME PRIMARY CONTACT PERSON AND TITLE
Central Oregon & Pacific Railroad, Inc Steve Hefley
DDRESS TELEPHONE
333 S E. Mosher (541) 957-2512
CITY, STATE AND 2IP CODE FAX
Roseburg, OR 87470 (541) 957-06886
2. CO-APPLICANT
[ORGANIZATION NAME FRIMARY CONTACT PERGON AND TITLE
DDRESS TELEPHONE
KTV, STATE AND ZIP CODE FAX

3. PROJECT NAME AND LOCATION
Central Oregon & Pacific Rallroad main line frack improvements, Sisklyou, Roseburg, & Coos Bay Subdivisions.

4. SUMMARY OF PROJECT

Upgrade of the Central Oregon & Pacilic Railroad maln lines ~ This includes a request of grant money within Region 2 (in
the amount of $1,477,492) and Reglon 3 (in the amount of $5,876,270) Detailed information regarding projects to be
mpleted in each Region is contained in Attachment C which 1s made part of this Application Also see page 3

5. COST SUMMARY* .- .

$7.353,76200 “Leave these Cost Summary
a) ConnectOregon Grant Amourt ————""entries blank - they will fill in
b) ConneciOregon Loan Amount v ~ automatically when Part C.4
¢} Subtotal ConnectOregon Funds ' $7,363,762.00 of application is completed.
d) Match Amount $5,025,812.00
€) Other Fund Amount
f) Project Total 12,378,574

6. CERTIFICATION

| certrfy that ___ Central Oregon & Pacific Railroad, In¢ (apphcant organization) supports the proposed project,
has the legal authonty to pledge matching funds, and has the legal authority to apply for ConnectOregon funds | further
certify that matching funds are available or will be available for the proposed project. | understand that all State rules for
coniracting, auditing, underwriting (where applicable) and payment will apply to this project.

%&%&] '5:?— -C é S‘h'.\jCI'} I'L -i- L
NT SIG| Er’r DA PRI
.

CO APPLICANT SIGNATURE DATE PRINTED NAME

731-0600(11-05)




ConnectOregon Program

Application
PART B - Applicant Qualifications
4. CONTACT INFORMATION
APPLICANT
ORGANIZATION NAME - PRIMARY CONTACT PERSON AND TTTLE )
Central Oregon & Pacific Railroad, Inc. . Steve Hefley’ Lo A ALY
DDRESS i — - TELEPHONE R v .
333 SE Mosher (541) 9572612, . ... . ' -
[CITY, STATE AND ZiP CODE AL . - g
Roseburg, OR 97470 (541) 967-0686"
CO-APPLICANT/CO SPONSOR .
DRGANIZATION NAME pﬁfmcqmacrpﬁnsoymoﬂu .
d C - I'-J-:'.'-.;.-,.‘. (S :
DDRESS * . g i TELEPHONE » ~ . , _ 1 -
e ' " . e o, ‘.. _‘_f_" '_- '.'i, % .‘ . .
Y. STATE AND ZIP CODE S S

2, IS/ARE THE APPLICANT(3) CURRENT ON ALL STATE AND LOCAL TAXES, FEES AND ASSESSMENTS?
[X] YES [] NO IfNO Explam

PART C - Project Description

3. PROJECT DESCRIPTION AND PURPOSE: Summanze the project's descnption and purpose Prowide maps i 8 1/2 "X 11" format
as hard copy only

This project provides a less expensive transportation altemative for the Oregon forest products industry, while reducing
the growth of heavy truck trips on Oregon roads and highways Preserving and rehabilitating the Central Oregon &
Pacific Railroad (CORP) mam lines, and making them mare efficient, will provide better track which can operate at higher
speeds This will result in an increase n overall capactty for the CORP rallroad system, with the associated lower costs
for shippers, and the ability to avoid diversion of lumber traffic to truck.

CORP has entered into a two (2} year compliance agreement with the FRA to address the overall condition of CORP's
tracks. CORP and RailAmerica are committed to working with the various regulatory agencies, including FRA and
ODOT, to ensure that CORP may continue to provide safe and efficient ral transportation services to the public .

The quantfiable benefits of this project are derived from detemuning the increased efficiencies that these track
improvements will bnng to the railroad. These track Improvements will upgrade the overall condition of the track which
will allow for higher train speeds while reducing slow orders. By increasing speeds and eliminating slow orders, trains
move more quickly, and service 1s accomplished in a more timely fashion. Presently, cars spend on the average 5 87
days between inbound and outbound interchanges. These improvements will reduce that time by up to one day. This
one day reductions is equivalent to a 17 % increase in the entire system capacity from 55,000 carloads per year to
64,000 per year.

Increasing the rail carload capacity provides Oregon forest products shippers a less expensive lower cost transportation
option, while avoiding additional truck trips. This has advantage of lowering emissions, reducing highway congestion,
and decreasing fuel consumption

(continued on Addendum Page 8)




4. ConnectOregon (CO} Project Budget

SOURCES OF FUNDS: Please xentfy the source and amount of moneys compnsing your project budget in terma of grants, loans,
match and other funds

SOURCES:
a. ConnectOregon Grant
b ConnectOregon Loan
¢ Required Match {Grants - 20% of
Total Project) 1
d Other Leveraged Funds (2)
e Other Leveraged Funds (2)
f Other Non-Leveraged Funds {Descnbe)

|g Cther Non-Leveraged Funds (Describe)

TOTAL*

AMOUNT

PERCENT OF TOTAL

DATE AVAILABLE
CAL YEAR QUARTER

$7,353,762 00

2007

$5,025,812 00

12.379.57‘1

{1) Please descnibe the source and timing of the 20% match shown above If applicable ciude the cost basis of property

The 40 6% match will be provided by Central Oregon & Pacific capital expenditunas on track upgrades in the amounts of $1,009,768 within

Region 2 and $4,016,044 within Region 3 (total of $5,025,812) in FY 2008

(2) if your project leverages other funds beyond the ConneciOregon grants, loans and match required for your project, pleasa descnbe the

source, timing and basis for valuing the other funds Leveraged funds must be shown in 1(d) and 1 (e) above

USES OF FUNDS: Please identify the proposed uses and amount of moneys compnsing the project budget.

USES: AMOUNT PERCENT OF TOTAL
Labor (Payroll) $977,986 00 _ 0?.9|%
Contracted Services (If Known) $4.41 9,5085[ 35 7)o
Materials and Supplies $6,962,080 Oﬂ s 1%
Capntal Outiay (Land) | 00.0|%
Capital Outlay (Buidings) ﬁ ] Ob-°|%

|Captal Outlay {Equipment) __J 00 %
Other (Descnbe). j l 00.0q,
Other (Descnbe) B ] 00 OI%
COther (Descnbe) ] 0o Ol%
|other (Describe) o oo.ol%

TOTAL* 12,379,574 100[g

*Totals for Sources of Funds and Uses of Funds must be equal.

DATE AVAILABLE
CALYEAR QUARTER




_ mr we W we e e W e e e wr e o=

-— e e WE e T e wF ome wr W e e

—

o o e

5. REAL ESTATE

EXACT ADDRESS OR LEGAL DESCRIPTION

PURCRASE PRICE
a IS PROPERTY OWNED BY APPLICANT(S)? []YES [JNO |- ' DATE
RTY [PORCHASE PRICE =
b 1S PROPERTY TO BE PURCHASED"? [JYES [X] NO FRICE TATE

¢ IS PROPERTY TO BE LEASED? JYEs {x} NO

d DOES THE PROJECT INCLUDE
EASEMENTS OR DONATED PROPERTY? CJyes [X} NO

Provide any additional details here.

Track improvements will be on existing rallroad nght of way

PART D - Project Considerations
NOTE The independent review consultant who will evaluata the project may consider other published or publicly available information

when conducting thia review

6. TRANSPORTATION COST REDUCTION: Descnbe how the project reduces transportation costs for Oregon
businesses

This project will reduce transportation costs for Oregon forest products industries by providing and maintaining a less
expensiva transportation alternative. Lower rail rates vs truck will result n a savings of up to $17,000,000 per year.

This investment will make these Oregon industnes more competfitive against other forest products businesses throughout
the United States.

The existing track condition and track speeds CORP can only hamper future intermodal connectvity as the demand for
railcars grows. If the line cannot support an influx of additional rail cars to service increased future demand, the number of
opportunities to increase industry output by shipping via rail 18 dimmished

7. MODAL CONNECTIVITY: Describe how the project benefits or connects two or more modes of fransportation.

This project will provide an alternative to truck transportatton for Oregon businesses by making the CORP more efficient,
and capable of handling more carloads of traffic.

The avoided truck trips will result In reduced highway congestion from truck in the Roseburg area The avoidance of up
to 63,000 annual truck tnps will result in avoiding an increase in the truck Average Annual Daily Traffic (AADT) of up to
4%

The applicant proposes to quantify the improved connectivity by showing the increase in forest products carloads.
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8. STATEWIDE OR REGIONAL TRANSPORTATION LINK: Describe how the project creates a cntical link in a statewide

or regional transportation system.

This project will connect Oregon businesses to the national rall system, making them more competitive. Using rail
reduces congestion on the highway system while lowenng fransportation costs for the businesses. The reduced
congestion will be Statewide by avording up to 63,000 additonal annual truck trips on 1-5 by increasing rail carloads up to
9,000 per year

The applicant proposes to quantify the improvements in tarms of additonal carloads of forest products camed and job
creation

89, COST BORNE BY APPLICANT(S): Provide the amount by which the project will exceed,or. provide a match beyond
ConneciOregon's mnimum grant-match requirement of 20%

The 40 8% match will be provided by Central Oregon & Pacific capital expenditures on track upgrades in the amount of
$5,025,812 n FY 2006
The full project 1s beyond the ability of the applicant to finance with outside sources due to the low rate of return.

10. PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION: Descnbe how the project creates and retains
permanent and construction jobs m Oregon

Job estimates are derived from a prévious study conducted on the impact of a CORP Winchester Rall Yard construction
project, base on a percentage of the carload growth of that project
Construction Johs These will be pnmarily hmrted to a track construction firm, and are assumed to be out of State This
would total about 26 jobs, and these would be for the duration of the project, or about 12 months.
Other Direct Jobs, Not Including Construction. This project will provide infrastructure that could result in the creation of an
average of up to 571 railroad and forest products industry jobs per year in the Southwest Oregon Region

As a result of this project improvement, railroad employment 1s could to grow from 121 jobs to 137 jobs This employment
increase 1s directly related to the expanded capacity provided by the project and will not take place without the
improvements. The average annual wage of new CORP rail jobs 18 estimated to be $55,000 based on 2005 year end data
and forecasted 2006 trends.

{continued Addendum Page 9)

11. ANTICIPATED CONSTRUCTION START DATE OR EQUIVALENT: 1 January 2006

12, ANTICIPATED PROJECT COMPLETION DATE: |31 December 2007
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13. CONSTRUCTION READINESS: Provide a project imeline and descnbe where the project is on this timeline in relaton

to planning, design and permitting 18sues

The project requires no rezoning, land use permis, or environmental approvals

14. PROJECT OPERATIONS: How will the ongoing maintenance, operation and replacement of the project be financed?

The maintenance operation and replacement of the project will be financed by the Central Oregon & Pacific Railroad
capital expenditure program. Those funds will be provided by the additional revenue received as a resuft of this project

15. OTHER CONSIDERATIONS AND INFORMATION : Descnbe any other considerations and mformation you would like
taken into account about the project

The project uses the efficlencies of rail to reduce emissions and fuel consumption vs, truck. This will result in avoiding
additonal emissions, and savings of 1 million gallons per year in dlesel fuel consumption
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PART E - Supporting Materlals: Provide a list here of supporting matenals that will be prowided as part of your
hard copy submission

The following additional matenals are provided in the hard copy application:

Attachment A. CORP Track Improvement Public Benefit Bnef

Attachment B' Economic & Social Benefit of Diverting Truck Traffic with CORP Yard Improvements
Attachment C: CORP Track Project List Spreadsheets

Attachment D CORP Track Improvement Public Benefit Spreadsheets
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ADDENDUM PAGE 8: Attach additional text here as necessary, identrfying the cormesponding application question number
you are completing.

PART C - 3. PURPOSE

Aside from reducing rail traffic congestion and shipping costs, the project will also foster benefits for the community of
Roseburg Faster trains spend less time blocking grade crossings This has the impact of reducing traffic congestion in
central Roseburg, improving emergency vehicle response times, improving air quality, and reducing fuel consumption in
the community.

The CORP 18 compnsed of approximately 439 miles of mainline. These improvements would consist of providing heawvier
rail, replacing ties, replacing tumouts, bndge and tunnel iImprovements, surfacing and smoothing the roadbed, and
providing for signal improvements. The major components of this upgrade program are as follows

- Relay 79,080 LF of curve wom rail on various curves on the Roseburg, Siskiyou, and Coos Bay Subdivisions
- Relay 141,122 LF of 90# jointed rail with 112# or farger Continuous Welded Rail on the Rosaburg Sub
- Replace 85,358 defectlva cross ties

- Surface 111 miles of track

- Renew Old Hwy 99 crossing at MP 5567 3

- Replace 249 swiich ties at vanous locabons

= Replace 5 turnouts at Dillard Yard

= Make repairs on various bridges based on the annual bndge inspection

- Eliminate remaining pole line and replace with electracode

- Grind 83 B4 Pass miles between MP 403.16 - 487

- Repair tunnel iining In tunnels 13, 15, and 20 on the Coos Bay Subdvision

- Eliminate 350 joints in welded rail

The CORP will complete the following projects in FY 2006 as the match for the funds:

- Relay 79,060 LF of curve worn rall on various curves on the Roseburg, Siskiyou, and Coos Bay Subdivisions.
- Relay 62,0632 LF of 90# jonted ray with 136# Continuous Welded Rail on the Roseburg Sub

- Replace 35,358 defective cross ties

- Surface 80 miles of track

- Renew Old Hwy 99 crossing at MP 557.3

- Replace 249 switch ties at vanous locations

- Replace 5 turnouts at Dillard Yard

- Make repairs on various bndges based on the annual bridge nspechon

- Eliminate pole line and replace with electracode

The following are the projects proposed for the ConnectOregon grant funds in order of pnonty

- Replace 50,000 defective cross ties

- Surface 31 miles of track

- Repair tunnel lining in tunnels 13, 15, and 20 on the Coos Bay Subdiviston

- Relay 79,000 LF of 90# jointed rail with 112# or larger Continuous Weided Rail on the Roseburg Sub
~ Make repairs on various bridges based on the annual bndge inspection

- Eliminate remaining active pole line and repiace with electracode

- Gnnd 83 84 Pass miles batween MP 403 16 - 487

- Eltrinate 350 joints in welded rail

Completing any or all of the above improvements using ConnectOregon would contribute to the higher trains speeds
desired and provide some of the benefits previously descnbed.
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ADDENDUM PAGE 9: Attach additional text here as necessary, identifying the corresponding application queshon number
you are completing.

PART D - 10, PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION

Qur analysis indicates that with added rail capacity, employment it the forest products industry could expand by 550 jobs
over the 20 year penod following completon of the proposed project  Forest products jobs created are estimated at

$42 408 per year based on computer modeling estimates. These wages are above the State average and all direct jobs
are expected to be family wage jobs.

We believe that the Medford-White City areas and the North Spit area of the Port of Coos Bay present the greatest
potential for atiracting new industries and family wage jobs to the CORP. Since 2002, the following new industries have
located on CORP;

Company Jobs Year

Louisiana-Pacific {(Panel Products), Rogue River 40 2002
Westwood, Reedsport 30 2004

McGovemn Metals, Roseburg 6 2004
HFP Transloading, Grants Pass 4 2004
American Bridge, Reedsport 120 2004
Goshen Reload, Goshen 4 2005
Southport Lumber, North Bend 70 2005
South Coast Lumber, Merin 2 2005
Amy's Kitchen, Central Point 200 2006
Williams' Bakery, Spnngfield 275 2006
Total New Customer Jobs 751

Without the additional mprovements offered by the track projects, this pace of industrial development may lessen as
customers seeking rail service are forced to consider railroads in other geographic areas as an altemative to the
operational capacity constrained CORP.

indirect and induced Jobs' In additton to the direct jobs descnbed above, we estimate that the project could create an
addional 1,523 indirect and induced jobs per year over the 22 year period including construction and operation of the
improvements




ADDENDUM PAGE 10: Attach additional text here as necessary, identfying the corresponding application gueshon
number you are completing.

10



ADDENDUM PAGE 11: Attach additional text here as necessary, identifying the coresponding application question
number you are completing

1



ADDENDUM PAGE 12: Attach additional text here as necessary, identifying the comesponding application queston
number you are completing.

12



Attachment
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CORP Track Improvement Public
Benefit Brief



- mm e wmr w mw we  me ewt e o o= e e e mm s mm s = e e = =

e wr - - - — - -— — - — - -_— e - - - - - - -

Public Benefit
Central Oregon & Pacific Railroad Track
Improvements

Avoided Social Costs from Additional Truck Trips
(Congestion, air pollution, noise, and accident):

o Total: $8,600,000
o Net Present Value (7% Gov’t discount Rate): $4,200,000

Reduced Traffic Congestion:
o Avoids Up To 63,000 Annual Truck Trips
o Reduces Truck Average Annual Daity Traffic (AADT) in Roseburg area
by up to 4%

Reduced Emissions:
© Decreased NOx emissions by 35 tons in 2012

Reduced Fuel Consumption
o Decreased Fuel Consumption by up to 1 Million Gallons Annually by
2015

Reduced Costs to Shippers
o Reduces transportation and logistics costs by up to $17,000,000 per year
for Oregon forest products industries.



Attachment
B:

Economic.& Social Benefit of
Diverting Truck Traffic with CORP
Yard Improvements



Economic & Social Benefit
of
Diverting Truck Traffic
with

Central Oregon and Pacific Railroad
Track Improvements
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Track Improvements

Public Benefit from Marginal Cost Avoidance of Additional
Truck Trips

The public benefit of the proposed CORP track improvements is based on avoidance of
marginal highway costs. These costs are from the impact of each additional truck upon
Oregon freeways (I-5). As Oregon recovers most costs associated with additional
pavement damage, the costs evaluated are the social costs including congestion, air
pollution, noise, and accidents.

The 2005 base year carload traffic was over 52,000 carloads. Existing maximum
mainline capacity is approximatety 55,000 carloads per year. The proposed track
improvements yard would increase that capacity to approximately 64,000 carloads per
year.

Each carload generates the equivalent of 3.5 loaded fruck trips. Since lumber (the
major commodity moved by CORP) uses unique equipment, the possibility of a backhaul
is nil, and this empty backhau! is also attributed to a carload for another 3.5 trips.

The marginal costs are calculated by multiplying a cost factor per mile for each truck
trip, based on truck weight, and urban/rural freeway designation. The lighter weights
were used to calculate the empty backhaul. The diverted truck traffic would use a mix of
I-5 northbound or southbound. The total truck trips were evenly split between
northbound and southbound. The calculations are on the spreadsheets associated with
this study.

The results are calculated with a carload growth rate of 5% and a Government discount
rate of 7%. This gives a net present value of the public benefits from avoided marginal
costs of $4,200,000.
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Marginal Cost Calculations

From 2000 FHWA update to the 1997 Highway Cost Allocation Study.

Table 13. 2000 Pavement, Congestion, Crash, Air Pollution, and Nolse
Costs for lllustrative Vehicles Under Specific Conditions

__Cents per Mile _
Vehicle Cless/Highway Class |  Pavement Congestion || Crash | Al Pofution || Nolsa | Total

urel Interstale 0 —omg[ o] 114 ooy 20
\tos/Urben inferstate 01 Tro[ 119 133 009] 10 41]
140 kip 4-axie S U Truck/Rural Inlerstale 10 248 047 388 ooe]__ 788
40 kip 4-mxe § U TrucidUrben Interstate il 2a40f oeef 440 [ 150] 3443
Je0 kip 4-axie S U_Truck/Rural Intersisle 1 58 3z7|| o4 388 on{_ 13
[e0 kip 4-ad8 5 U Truck/Urban Inerstate | 181 32 84 0 80 440 188] 5777]
|80 tap 5-axde Comb/Rural Interstats 33 188 oss 3B6 017{_ 1008
160 kip 3-axie Comb/Urban Interstate 10 5 18 30| 116 449 275] a7 28]
[80 1op 5-mde Comb/Rural Interstate 127 223 oes 383 019] 1085
]80 kip 6-mte Comb/Urban Intereigte 409, 2008 115 449 304y 8004

NOTE S U = Smgie Unit, Comb = Combmation, Air poliution costs are averages of costs of travel on sl rural and urban highway
classes, nol just Interstaie Avaliable data do not allow differances in arr poliution costs for heay truck classes to be distingusshed |

The additional truck trip from the Roseburg area will be 100 miles to the closest rail
transload facility. The majority of this mileage is classified as rural. Baseline
calculation for the study will be 3.5 truckloads per carload, plus the backhaul. Loaded
trucks are considered 80k and the empty at 50 k.

Costs per mile excluding pavement damage are $0.0715 per mile for rural 80k truck
(load), and $0.0678 per mile for rural 60k truck (empty). Each truck trip at 100 miles
each way accounts for $13.93. Therefore, each carload saves 3.5 x $13.93 or $48.75

within the State of Oregon.

Assuming 5% freight rail traffic growth, total social costs avoided from 2008 through
2027 are $8,600,000. Total social costs considering 7% annual discount rate are

$4,200,000
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Additional Truck Trips Avoided

The track improvements would avoid additional truck trips associated with the shift
from rail to truck. Many of the trips would move to another railroad transload facility,
while others would be entirely truck and cross the state line. The estimates used in this
study were conservative in that they limited the additional truck trips to 100 miles from
the area of Roseburg. Trips were evenly split between northbound and southbound on I-
5 in the vicinity of Roseburg. This assumption gives the most conservative estimate for
truck traffic impacts.

The yard will reduce additional annual truck trips on I-5 by approximately 63,000 by
2015. Most of these truck trips would increase the Average Annual Daily Traffic
(AADT) in the area of Roseburg. Truck increase is 2% northbound in 2024, and 4%
southbound in 2018.

Reduced Emissions

New requirements for improved diese! emissions technologies will reduce emissions
for both truck and rail. But even with these improvements, rail has a lowered rate of
emission per ton-mile. For NOx, the estimated reduction in emissions for the year 2012
as a result of avoided truck trips is .4 grams per ton mile. Based upon a count of
165,000 ton-miles, the reduction amounts to 35 tons of NOx in 2012

Reduced Fuel Consumption

Diesel engine design has resulted decreased fuel consymption for both truck and
locomotive engines. But using existing fuel consumption rates, the yard could reduce
increased fuel consumption due to additional truck trips by up to 1 million gallons per
year by 2015.

Lower Shipping costs.

Using the LA Basin as a major consumption market for forest products, analysis shows
a transportation rate differential of $1900 per carload for truck vs rail. This estimate is
conservative in that many shipments have an even longer length of haul. The additional
logistics costs which could be borne by the forest products industry would be in up to
$17,000,000 per year.



Attachment
C:

CORP Track Project List Spreadsheet



W m r me m w w m owm me e wm e o

042'928'a$ € uojbaoy 10qO - SIdefoid pepund voSugeuuo)
ZeV'LLY'LS Z uoifay 10a0 - sefoid papund uoBugPauuo)
%9°0Y TI8'STO'S$ SANNY ONIHILVK 0D
$LS'6ZE'TT$ TVLOL LOACOUd
0% "ISIN dd0D
0s2'6£2% [1€1 papaMm Uj Suiof 0S€ SqeuIwiy :o.ﬁ_._”“_v”.:__m du0d
000'v2LS UOISIAIPQNS ARg SO0D) S13 U0 OZ PUR ‘ST ‘ET Sjsuum Ul Bujw| puung Jjeday M_Mm_w.”_ dd0d
862'zee$ £8% - SVE diW USaMIS] Saw ssed $8Z Puko|  Bulpuun | dU0D
000'05€$ SPO0RIPIA UM 0Ejdau pue auy 3jod Hunmewau eujwiz sjeubis dd0d
000'005$ uonpadsu| 36puq [enuue au} uo paseq $9Bppq snouea uo siiedas eW|  Sebpug dd0D
0€z'96% pIeA pIeiig 32 SInowm § oeiday|  synowin]. | JWOD
ozZ'shh SUORED0] SNOMEA 32 SO UOUMS 6T 2oR|daY n.t_ﬁ_ﬂuw_._. dd0D
. : o)
602'0S% £°£5S d 18 6uissan §6 AMH IO mauy sBUISSON) du0d
06T'L6$ T — L e
bupeyns
686°€60'5$ S9) SS0.0 aARDRYEP 8SE'Se eidanl| (Yoea) sell | dHOD
. ‘qng Banqasoy AL uo (Y
989'2/8% ] PoPIaM SnOnUGUCD JOEIEY JO $ZTT Y i paulof #0640 41 ZZT'TvE Aeu) ey doo| T892
; ‘suoisispgns Aeg soop pue| (WU
000'06€€$ ‘noApisiS ‘BINGas0Y SUI UO SSAIND SNOLIBA UO [IBJ WIOM SAIND JO 1 090°6L Aed| [y aAIND dd0d
suBUNUO) 350D uopdudsaq wesboug

uejd uobaiQ jJo8uuo) dN0D




T18'ST0'S$ TVLOL 40D

- = e e oy e me  ww mr om

=" *IS|W dd0D
uopeulw|g
IO dd0D
suiedsy

[puuny di00
Buipuus dd0d

90/18/G - 90/L/E 509
000°0Z$ diN - 009 dW 2pooendaP Lm oeidas pue aug ajed uﬁ___.,___m_ﬁ sjeubis 0D

80/1£/8 - 90LI9 ‘ uonoadsu)
000'00Z$ abppq [enuue 3y uo paseq sabpuq snouea uo siedal ayel s3bppg dyod

90/0E/Y - 90/1L/E 0195 dW ‘6°095 dW ‘5095
0€2'96% dW ‘¥09S diW ‘£°095 dus puRA pJejII 8 SIhoLLny S oedsy sowin), [ 4¥0D

90/0E/¥ - 90/L/E gos| (U PQ)SeLL
9ze'evs diA - 095 dW WO SUOREIO| SNOLIRA J8 53R LPYMS 6T 308109y yoyms dd0d
9071 6/01 - S0/1/01 . . on ()
602'06% £'255 dW e Buisso.n 66 AMH PIO Eﬁm_ $BUISSOD dd0d
S0/LE/8 - 90/G1/S . (syun pofoud ey pue]  (SItU)

9LY'pLS$ 31 auy Jounu [ s Bupeuns) spen o sajjw o8 soepns!  Bupeng dd0d

90/1 118 - 9002/S1/S0 . 629 dW - 909
SB6'BLT'ZS | 4t ‘0Eb di - 9TE0b di 590 S0 awpayep gag'eE aerday| (W089)  S3LL| dUOD
80/v/9 - 80/L/S|  =Anby S|y Ul 30U 3500 989'2/9% *qns BIngasoy al UO |8y PIPPM (@] qu0d

pue 50, u] pasewyund |12y SNONURUOD #9ET LM [ea pAjujof #06 Jo 1 €90°29 Aed|"uf) [1eY 400
90/%/8 - 90/L/S|  oJnby SIU} Uf J0U 10D 000'066$ SUOSIPANS Agg SO00) pue ‘NOApSIS ‘Bungesoy| (9 Ul) I
pue 5o, Ul paseyaand |iey LR UO SIAIND SNOHIBA UD JIE1 LUOM AIND JO 11 090°6Z ABRd] jley aAIND)
INpaiYds sjuaWWo)D) 150D uonduosaq weiboad

sjo9foid spund Buiyajely dH0D




0£2'9£8'S$ V101 NODIHO LDINNOD

"SI
- uogeujwig
LO/0E/D = LOLEE 008'T6T$ 96'029 dW - O¥S dW 11 P3PISM Ul S0 0BT NeuwIR mm_n_.n - 8
= sedo
LOIVEIL - LOiLTY 0v0'ZST$ uOISWPANS Aeg S00D 3L U0 0Z Jauun uj Guiull puuny Jjedsy| _o.ccsw €
L0/SL/9 - LO/0/50 g6z'zees 8b - 9T"E0% dW USIMIaq S| ssed 89T pupd)|  Bulpupo L
L0/1E/8 - LO/VIE 0P diW - OEY dW “96°0Z9 - 509 dW 3podes P
mnm..nhmﬁ Lum Sopjdau pue su1| 3jod aappe Bululewss) sjeujwil m_m:m_m 9
10118101 - 20/LIL : uopadsuy
000°08% abpuq [enuue 3y uo paseq sabpLIq SNOMEA UO Siedal 3xely sabpug §
sjnowin )
(YPg)ssLL
Yaiims
o)
mm@o._u
20/51/LL - 20/SL19 605'/6T4 (saun pafoud 3|  (SBfiwW) z
pue ey Joupu Pim sy Buneuns) yoen Jo sIj §'£Z oepns|  Bupeunsg
20 LE/OL - L0/L19 o 709 dW
000°s16°C$ 685 diN ‘655 dW - 28 dW SO0 SSOD BAIIAIP 000°0S oejday (pes)  sail I
‘Y
'up) 11ey 300
20/1LE/8 - LO/LIS 066'Sha'T$ "SUOISIIPANS Aeg S00) pue ‘noAnisis ‘Bungasoy|  ("YUL) v
S} UO SSAIND SNOUIBA UO [[BJ LIOM AND JO 47 0T8°09 AeRd] |18y aAIn)
|npayds sjuswIwo) 150D uopduoseq weiboid (Quoud
¢ uoibsy 1000

sjoeloid pepund uobeaiQ J29uuo)




T TER e WA W W e e wP o m m g m mE e WP o wm ww e mer wmyr w e

y = o wm T mm ma e v o v me

sjoefold pepung uoBaiQ j08uuo)

TEV'LLY'T$ TVLOL NODIUO LIINNOD
- "I5tN
- uopeultul
LO/0E/S - LO/kfE 0S6'Lb$ b9 dW - 960279 diW el papeMm Ut spusol 0/ ajeulwiia _wc_n._n - 9
Z0/VEIL - ZOILIY ) uolspans| | saiedoy
096'T.5$ Aeg 5007 3 UO ST pue £T SPEuuM u) Guw puum sedad|  PuunL b
Bulpupo
L0/VEB - L0/VIE T'bb9 dW - £0E9 diW 2pooen3aa
. NNv.wmn yum aoejdas pue 3w ajod aArpe Gujulewsu seujwia] m_mcm_m S
L0/LEI0L - LO/LIL P uoppadsul
000°0ZZ$ abpuq [enuue L WO paseq sabpLiq SNOWRA U siiedal xe| sabpug 4
snowin|
(@Y o) =TT
LPAMS
0Ol)
mmc.l_mmo._u
20/54/LL - 20/5L19) cb1'cz$ (suun pafoud|  (SOIIL) ¢
ey Jouqu M sus| Bupeyns) xpeg o sojw ¢ depns|  Bupeuns
(yes) sau
(¥
"u)) l1ey 400
10/ €18 - 201G 0T0'¥5S$ ‘suoisIIpgnS Aeg sooy) pue Bungasoy (yrup) z
3L UO SSAIND SNOLRA UO [IRJ LLIOM SAIMD JO I 0SZ'ST ARBY|  [ley BAIND)
anpayos spuswILO) 150D uopdudseq wesboid |Ajuoud
¢ uoibey 1000




- -

e

L S e

CORP Rait Projects

East/West
Curve # MP Degree Red VHL GFL__ |ExstmgRed| Length | Relay Year |comments
403D 4035 8 West 14 172 113 800 2008
405E 4054 11 East 518 132 200 2008
ADSF 405 45 9 East 114 132 200 2006
405G 40585 9 East 58 138 100 2008
406D 408 7 10 jwest 114 i 132 300 2008
407A 407 3 10 |West 17 132 800 2006
408A 408 2 10  |East 58 132 800 2008
408D 408 B 10 |East "2 113 450 2008
4127 4123 10 |[East 518 132 550 2008
412A 4123 10 |west 172 132 550 2008
413A 41315 10 |west 68 132 700 2008
413A 41315 10  |East 172 132 700 2008
414F 4146 10 [west 58 132_ 500 2008
414F 4148 10  [Eest 5/8 132 500 2008
416F 4187 10  |East 58 132 1000 2008
417A 41715 10 |East 5/8 132 1000 2008
418A 4182 10 [west 114 5/8 132 750 2008
418E 4188 10 |West 1" 132 850 2008
418E 4186 10  |Eest 12 132 850 2008
4198 410 45 10 |East 508 132 800 2008
418C 419 55 10 |west 172 113 500 2008
405 405 105 [West 113 a00 2008
495 495 105 {East 113 800 2008
495A 485 1 86 113 700 2008
495C 4854 9 113 500 2008
4068 406 4 10 13 800 2008
497C 4078 10 13 700 2008
503D 503 9 85 113 820 2000
5188 518 15 a West 5/8 138 850 2008
|533 5329 10 113 1350 2008
[s34c 5346 4 [Wesl 112 1000 2008 |And tangent north
534C 5346 4 |Eam 112 1000 2008 |And tangent north
535 534 9 10 |west 113 1380 2000
535 5340 10  |East 113 1380 2008
553D 5539 10 |West 174 ) 112 400 2000
5554 555 5 83  |west 174 a8 113 800 2008 |8 deg porbion of compound only
Is84n 564 3 ] East 358 3B 112 300 2008
Is846 564 8 5 \West 174 38 113 500 2008
|ses 5684 9 8 West 114 FT) 112 1300 2008
|se7 5089 4 Weat 114 ET) 113 1100 2006
|s71B 5717 s West 113 500 2008
Is71B 517 5 |Eamt 113 500 2008
Is71c 5718 4  |west 113 800 2008
571C 5718 4  [East 113 800 2008
573 57315 7 West 12 138 1500 2008
873 573 15 7 East 12 114 136 1500 2000
573A 573 35 7 West a8 172 132 500 2008
{578 576 15 55 East ans 122 113 400 2008
|s7ea 578 25 55 |west ) " 113 800 2008
|sss 568 8 |west 3 172 112 1000 2008
|sesB 598 15 7 West 174 172 112 650 2006
|seac 594 75 11 West 5/8 138 800 2008
|sesa 505 55 4 West arg 8 113 800 2008
|588C 5087 10 |East 114 172 133 1500 2008
|soz 807 3 8 East 172 12 130 1800 2008
|so7A 807 3 8 West a8 12 138 750 2008
ls10B 6100 4 West 174 112 133 1050 2008
fs18B 8186 7 West E) 5/8 132 950 2008
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CORP Rail Projects

letsc 8187 8 |west 58 132 700 2008
le1sc 8187 8 |East 1 s 132 700 2008
|e20a 6201 10 |weat s 12 132 800 2008
ey 620 1 10  {Esst 513 132 800 2008
[e21 8208 7 |west s 12 132 1800 2006
|esaB 8433 6  |Eamt 14 &8 132 1100 2008
|esea 8887 8 |East 142 113 1050 2008
870 370 8 West 172 a8 113 800 2006
|s74 674 8 West a8 g 113 1800 2008
leaa 282 9 8 West 174 112 113 2290 2008
lessA 684 4 8 East 174 s 113 1180 2008
lees 687 9 8 West 14 ¥ 113 700 2008
lessc 88E & 4 West 14 12 115 200 2008
|ega 888 0 &2 |west 14 1w 115 2200 2008 |4 deg portion only
|seea 880 6 84  |East 144 172 113 2290 2008
|so0a 800 2 3 West 174 s 112 820 2008
[s01 80115 8 West 14 172 112 610 2008
|oos 804 1 8 {East 14 12 113 800 2008
|ese 898 9 4  |East 14 a8 113 1300 2000
703D 7038 5 |Eest 14 an 115 468 2008
704A 704 25 7 |East 8 172 132 | 1400 2008
708 708 1 4 |East 174 172 113 3200 2008 |Both ralls of curve
7198 7108 7  |esst 174 5/8 113 700 2008
719C 7108 8 West 114 [ 132 1200 2008
723 723 4 East 114 172 115 900 2008
726 7259 8 East 174 ) 132 200 2008
726C 726 8 8 |East 12 1n” 138 1320 2008
736 735 4 West 144 112 115 1300 2006
7358 7354 4 West 174 12 115 800 2008
738C 7387 5 East 174 1 112 500 2008
7658 765 85 ] Wost a8 172 115 500 2008
Tan 510 45 90 700 2008 |Secand Hand Rail - Both
817C 51735 g 113 750 2008 |Second Hend Rad - High
|s170 517 8 ) 113 850 2006 |Second Hand Rall - High
|5248 5234 10 132 600 2008  |Second Hand Rall - High
5258 5253 4 132 800 2000 |Second Hand Ras! - High
531 531 8 113 400 2008 |Second Hand Rall - High
5388 5385 8 113 1400 2008 }Second Hand Ral - High
558D 5508 4 ) 20 8300 2008 |SH Rail - Curve and Tangent
561 561 3 80 14200 2008 |SH Rall - Curve and Tangent
Tan 562 8 20 8600 2008 |Second Hand Rail - Both
Tan 5668 3 90 5500 2008 |Second Hand Rail - Both
Tan 5667 80 17100 2008 |Second Hand Rail - Both
Tan 5708 80 5500 2008 __ Second Hand Red - Both
Curve Rall Total 79238
OOF Rall Total 62600




ConnectOregon Rail Projects

Cast/West

Curve # MP Degree Rail VHL GFL {ExistingRad| Length | Relay Yesr |Comments
403E 403 75 4 East 14 38 112 500 2007
404A 404 25 9 West 17” 132 600 2007
405F 405 45 9 West s s 136 200 2007
405J 4059 7 |East 104 122 136 200 2007
406A 408 1 10  |west 2 132 200 2007
408E 4068 8 10 |Eamt 144 12 138 500 2007
408A 400 2 10 East 12 132 500 2007
400C 400.5 10 East 172 132 700 2007
400D 4087 75  |west 3B 13 1000 2007
410 410 9 |Eam 17w 132 550 2007
410C 410 85 10 |Eamt 12 132 800 2007
411 411 10 |west 38 132 450 2007
411 41 10 |East anm 132 450 2007
413C 4136 12 |west "2 132 1200 2007
415E 41575 4 West 172 132 550 2007
418B 4182 35 |East 172 136 300 2007
418D 4185 7 East 12 132 400 2007
418E 416 55 10  |west 12 132 450 2007
417C 4178 8 East 172 132 500 2007
418 418 14  lEast 174 138 2000 2007 [Hitolow
4188 418 35 a |East 172 138 800 2007
418D 418 55 9 |west 172 132 400 2007
418D 418 55 8 |East £ 132 400 2007
419D 4197 10 East 12 132 300 2007
419E 4198 10 |west 172 132 500 2007
419F 4199 10 |East 172 132 350 2007
420C 42025 10  |Esst 12 138 600 2007
420E 420.7 10 |East 14 T 132 700 2007
4218 42135 8 West 1”2 132 400 2007
4248 4243 5 West 12 132 1000 2007
426A 4263 75 |Eam 172 132 1000 2007
454 4539 6 East 144 a8 113 1000 2007
456A 4568 [] West s 112 2200 2007
488 488 15 4 West a8 113 2000 2007
5518 551 § 8 West 172 132 400 2007
553 553 1 [] West 104 172 132 1000 2007
5838 530 6 West 104 a8 113 300 2007
583E 5839 ] West 144 38 113 200 2007
584A 564 05 4  |West 14 8 12 200 2007
{564H 564 7 8 JEast 14 s 13 500 2007
573A 573 35 7  |Eeam 3 132 600 2007
S8DA 580 4 7 |weat 114 8 132 800 2007
5804 580 4 7  |East 12 132 800 2007
584A 504 45 8 East V8 38 138 800 2007
504C 594 75 11 East 144 38 138 800 2007
585 595 1 & Wost 12 136 1200 2007
|598a 506 85 8 jwest 318 ¥ 136 1000 2007
|506a 506 65 8 |Easl 12 138 1000 2007
5988 590.85 65 |Esst an 358 138 800 2007
507 597 8 West 8 3% 138 700 2007
|e08 608 4 4 Waest s 38 132 1400 2007
818D 9188 8 Wes! s 38 138 900 2007
620 620 7 Wost 12 132 800 2007
820 620 7 East 12 a8 132 800 2007
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ConnectOregon Rail Projects

|e43a 643 1 8 West 12 132 800 2007
|s4an 644 6 4 West 12 132 2000 2007
le44n 644 6 4 East £ 172 132 2000 2007
867B 687 4 8  |west 14 ¥ 132 1000 2007
677B g178 8 |East n 138 1100 2007
6818 88186 8 West 1/4 3B 132 1800 2007
684A 684 45 4 Woest 38 143 900 2007
8868 886 1 6 East n 174 138 1150 2007
|eea 888 1 ] West 172 138 1150 2007
|ess 608 2 8 |East 12 138 1000 2007
703C 7035 8 |west 14 s 115 500 2007
7078 707 4 4 |Esst 1/4 ans 115 550 2007
718 718 1 35 |East s 318 15 1400 2007
718B 718 8 4 East 14 38 115 750 2007
720 720 8 East 104 12 136 1200 2007
724A 724 2 7 Wast 14 38 13 950 2007
729A 729 1 4 West 38 115 900 2007
740 740 5 5  |west 114 172 115 2380 2007
749 7492 35  |West 144 17”2 115 1400 2007 |5 deg portion only
T40A 749 4 5 |Esst 14 172 110 1200 2007
408 408 75 |East 114 a8 136 300 2007
416A 418 15 10 |west an 132 700 2007
4228 42245 10 [West a 132 650 2007
5788 578 4 5 Wost an 132 900 2007
579 5793 3 West 378 132 1100 2007
591B 591 8 6  |west 38 132 1100 2007
569 2 5703 tan  lboth 11620 2007
Rail Relay Total 79000




Attachment
D:

CORP Track Improvement Public
Benefit Analysis Spreadsheets
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Oregon International Port of Coos Bay — Feeder Line
Application - Coos Bay Rail of the Central Oregon &
Pacific Railroad. Inc.

Docket No. 35160

St g Sgs " Sppet”

VERIFIED STATEMENT OF STEVEN PATTON

My name is Steven Patton [ am a track inspector for the Central Orcgon & Pacific
Railroad, Inc. (*CORP"). My business address is 333 Southeast Mosher, Roseburg, OR 1 have
more than 30 years of expenence in the rail industry. most of which has been spent working on
what is now CORP’s Coos Bay Subdivision between Milepost 763.130 near Cordes, OR and
Milepost 652.114 near Dancbo. OR. I began my railroad carcer with the Southern Pacilic
Transportation Company (“SPT™) in 1976 as a labor operator assigned to the SPT Track
Inspector. In that position, I was responsible for operating the high-rail vehicles and/or motor
vehicles in which track inspections were conducted For approximately 15 of the 19 years that |
worked for SI”'I, | was assigned to the territory that included the Coos Bay Subdivision. Asa
result, | participated regularly in track inspections of the Coos Bay Subdivision, and became
familiar with the condition of that line during the penod ol in which SPT owned it.

When CORP purchased its current rail lines (including the Coos Bay Subdivision) lrom
SPT in late 1994, I joined CORP as Track Inspector. My responsibilities as Track Inspector
include regular inspections of CORP’s rail lines. 3ased upon my expenience, | have first-hand
knowledge regarding the condition of the Coos Bay Subdivision, and the level of maintenance of
that linc. over the past 30 ycars, including the time SPT operated the line. the time at which
CORP acquired the line from SPT. and the time during which CORP has owned and operated the

line.

-]-
Patton Verified Statement



The purpose of this Verilied Statement is lo respond to allegations by the Oregon
International Port of Coos Bay (ihe “Port™) and certain other partics that CORP has neglected or
tailed to maintain the Coos Bay Subdivision, and that, as a result, the line 1s 1n substantially
worse condition than 1t was at the time SPT sold it to CORP. Such accusations are not true. As
my testimony will show, the Coos Bay Subdivision was in a deteriorated condition at the time it
was purchascd by CORP. duc to cutbacks in maintenance by SPT in the years leading up to the
sale. Indeed, the overall track condition of the Coos Bay Subdivision today is no worsc than it
was at the time CORP purchased 1t  Moreover. the tunnels along the line, which are a century
old. were already in a very deteriorated condition at the time of the sale to CORP. Untuil the time
of the embargo in September 2007, CORP continued SP 1”5 practice of performing sufficient
tunnel maintenance to permit continued train operations.

When [ began working for SPT tn 1976, the Coos Bay Subdivision handled a far greater
volume of traffic than it does today. The challenging terrain and climate 1n which the Coos Bay
Subdivision 1s located have always made it an expensive line to mamntain  Nevertheless, during
the 1970’s and early 1980°s, the linc was well-maintained by SPT, generally to FRA Class 2 and
Class 3 standards. permitting spceds of up to 30 MPII and 40 MPH. In addition, SPT performed
regular maintenance work on the tunnels along the Coos Bay Subdivision. As a Class I railroad,
SPT had several dedicated tunnel mamntenance crews that were responsible for performing tunnct
work both on the Coos Bay Subdivision and elsewhere on the SPI' system. Scveral tunncls on
the Coos Bay Subdivision. including ‘Tunncl 15 — one of the tunnels that caused CORP to
embargo the line in 2007 — showed substantial signs of deterioration even durning the 1980°s and

required significant attention from SPT repair crews.
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Over time, SPT did not sustain its prior level of maintenance on the Coos Bay
Subdivision. Beginning in the late 1980’s — a time when traffic on the line was decreasing —
SPT performed less maintenance on the Coos Bay Subdivision than it had previously. As a
result, the qualrty of the track began to dechine in the carly 1990’s. By the time the Coos Bay
Subdivision was sold to CORP at the end of 1994, a substantial portion of the line had been
reduced to FRA Class | track standards. with a maximum speed limit of 10 MPH. During the
last four to five years before it sold the Coos Bay Subdivision to CORP, SPT did not pertform
any significant rehabilitation of the aging tunncls on the line

As a result when CORP assumed operation of the Coos Bay Subdivision, the linc
suffered from a substantial amount of deferred maintenance. While some of the line consisted of
FRA Class 2 track, significant portions were Class 1 track. No substantial tunnel work had been
performed in five years. Any suggestion that CORP bought a rail Iine in pristine condition 1s
simply not correct.

In the years since it acquired its rail lines (including the Coos Bay Subdivision) from
SPT, CORP has invested substantial amounts to maintain those lines  As witness Lundberg
testifies, CORP has consistently made large investments for both ordinary maintenance and
capital improvements on the Coos Bay Subdivision, cven during the past several years when the
Coos Bay Subdivision has operated at a substantial loss. At the time the linc was embargocd in
September 2007, it consisted of a mix of FRA Class 2 and Class 1 track — an overall condition
very similar to that which cxisted at the time CORP purchased the line from SPT  Until the time
of the embargo. CORP likewisc performed repairs to the tunnels as nceessary to keep the line
opcrational. While as a general rule this tunnel work consisted of relatively minor repairs,

CORP did perform more extensive repairs when necessary. In 1998. for example, a fire inside
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Tunnel 21 near Lakeside, OR required CORP to undertake major structural repair work 1o that
tunnel. CORP hired an outside contractor to perform this major tunncl rchabilitation work.
More recently, in 2006, CORP performed major repair work in Tunnel No. 15 in responsc to an
inspection that found unsafe conditions in that tunnel (and the collapse of the tunnel during
minor repair work to correct the conditions identified during the inspection)

In conclusion, bascd upon my lirst-hand knowledge of the condition of the track and
facilities on the Coos Bay Subdivision. T believe that any claim by the Port that CORP has been

negligent in maintaining the Coos Bay Subdivision is contrary to the facts.
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VERIFICATION

1. Steven Patton, declare under penally of perjury that the foregoing is true and corract

Further, T certify that 1 am qualified and authorized to file this verified statement.

-

Steven Patton

Executed on August<3 . 2008
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Orcgon International Port of Coos Bay — Feeder Line
Application — Coos Bay Linc of the Central Oregon &
Pacific Railroad, Inc.

Tinance Dockel No 35160

B e

VERIFIED STATEMENT OF TODD N. CECIL

My name is Todd N Cecil [am Vice President — Real Estate for RailAmerica. Inc. My
business address is 1355 Central Parkway South, Suite 700, San Antonio, Texas 78232, [ have
held my current position with RailAmerica since 2000. Prior to that, | was Dircctor of Real
Estate and, later, Vice President — Real Estate of Raillex. Inc., which previously owned the
Central Oregon & Pacific Railroad, In¢. (“CORP”) from 1994 - 2000. From 1980 through 1990,
1 held a varicty of positions with both the predecessor companics and the real estate subsidiarics
of CSX Transportation. Inc.

I have 25 years of experience in the management, development and marketing of railroad
real cstate. My experience includes valuation ol rallroad-owned real estate. and negotiating
hundreds ol sales. leases. acquisitions and other transactions involving rail properties throughout
the United States. Canada and Chile. During my carcer. I have been invelved in numerous
railroad corridor valuation and disposition projects. In particular, I have been personally
imvolved in every sale of excess nght-of-way land by CORP in the years since 1t acquired its rail
lines from Southern Pacific Transportation Company ("SP17). | eamed a BA degree from
Bowling Green State University in Geography/Planning in 1977, and a MA degrec from Bowling
Green State University in Geography (with Land Planning emphasis) in 1980. 1 am currently

licensed as a General State Ceruilied Appraiser in Texas, and was formerly a State Cerufied Real
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[istate Appraiscr in Michigan. 1 am a member ol the Intcrnational Right of Way Association and
an Associatc Mcmber of the Appraisal Institute

I'he purpose of this Verified Statement 1s 1o respond to Port witness DeVoe's decision to
discount the value of the nght-of-way land underlying the Coos Bay Subdivision by 50% on
account of the reservation of certain ancillary rights by SPT in the deeds that conveyed title to
that land to CORP in 1995. See Feeder Line Application, Vol. 11, V.S, DeVoe (“DeVoe
Appraisal”) at 9-10. 113, 157, 166, 169. 174, 192, 209. 224, 227, 240. The nights reserved by
SPT included timber rights. mineral rights, and a perpctual exclusive casement on that portion of
the right-of-way within 50 feet of the center line of the track for possible pipelinc or
communications (fiber optic) facilities (the “Communications and Pipeline Easement”). In
addition, the original dceds from SPT to CORP provided that “No permanent building, structure
or fence shall be erected or maintained by Granice on or over the Communications and Pipeline
FEasement Property which would obstruct or interfere with any then existing or planned
Microwave Facilitics or other communications facilitics or pipelines of Grantor located on or
planned to be located on the Communications and Pipeline Easement Property™ (the “No-Build
Clausc™). See, e g, Feeder Line Application, Vol. 111, Addenda Section B, Lane County
Quitclaim Deed at 4 According to witness DeVoe, those reservations greatly diminish the utility
of CORP’s nght-of-way 10 any potential purchaser and, in his judgment. support an across-the-
board rcduction of 50% of the value of virtually all right-ol-way land to which he otherwisc
assigned any value. As my testimony will show, witness DeVoe's judgment 1s unsupporied by
his analysis or by rcal-world cxperience.

As an initial matter, witness DeVoe’s application of any discount to timbered property in

Douglas Counly bascd upon the reservation of timber rights in the onginal deed from SPT to
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CORP 1gnores the fact that CORP subsequently re-acquired those timber nghts Specitically, by
a Timber Quitclaim Deed dated March 26, 1998, Union Pacific Railroad Company, SP'I”s
successor, deeded to CORP all of its nght, title and interest in and to all timber on the portion of
CORP’s nght-ol-way land located in Douglas County, OR. See Attachment 1. The price paid
by CORP 10 acquire thosc rights from UP was $166,666, or approximately $167 per acre. The
Timber Quitclaim Deed 15 a matter of public record, and was available 1o witness DeVoe at the
time he performed his appraisal Thus, witness DeVoe’s reduction of the timbered value of
right-of-way land 1n Douglas County on account of timber rights reserved by SPT in the original
deed to CORP was clearly in crror.

Witness DeVoe's assessment that the mineral rights and Communications and Pipeline
LCasement (including the No-Build Clause) reserved by SPT render CORP’s rght-of-way land
“undevelopable™ is incorrect  SPT has never atiempted to exploit any mineral rights, nor has it
installed (or granted 1o a third party the nght to install) any pipeline or communications facilities
on or along the Coos Bay Subdivision, with the exception of fiber optic lines located at the
extreme northern end of the line between Milepost 652 and Milepost 654 in the vicinity of
Dancbo. OR. Morcover. witness DeVoe apparently assumes that the No-Build Clause prohibits
in perpetuily any construction of buildings or structures within 50 feet of the center line. Onits
face, the No-Build Clause prohibits the construction of permanent buildings or structures within

50 feet of the center line only if such buildings or structures “*would obstruct or interfere with

any then existing or planned Microwave Facilities or other communications facilities or pipelines

[of SPT] located on or planned to be located on” the CORP nght-of-way. Thus. for example,

because there exist [iber optic lines between Milepost 652 and Milepost 654, a potential

purchascr of that portion of the right-of-way cannot build any permanent building or structure
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that would “obstruct or interfere with” those existing facilities (¢ g , by crecting a building
directly on top ol the {iber optic lines) However, because there are not — and there have never
been — any other “existing™ or “planncd™ SPT pipeline or communications facilities elsewhere on
the Coos Bay Subdivision, the rights reserved by SPT do not prohibit development of the right-
of-way land within 50 feet of the center line by a prospective purchaser on other portions of the
right-of-way. Actual right-of-way land sales by CORP over the years (see pages 6-8 below)
confirm that the SP I reservations hase never resulted in a discount in the purchase price from
what would otherwise have been the “lair market value™ of the subject property.

The only quantitative support that witness DeVoe offers for the proposition that the
various rights reserved by SPT justify a 50% discount in the value of CORP’s land is his analysis
of a single sale by CORP 1o Swanson Brothers Lumber Company (Swanson™) at Noti, OR. See
DeVoe Appraisal at 199, 209. Witness DeVoe compares the price paid by Swanson for
9 48 acres of CORP land adjoining the right-of-way ($12,658 per acre) with the price reflecied in
two allegedly comparable sales ($23,076 per acre and $25,886, respectively). Without any
further analysis of the particular properties involved, or the circumstances surrounding those
sales. witness DeVoe simply asserts that the price paid by Swanson for the CORP property
(which was subject to the SPT easements) “reflects a discount of roughly 50%, which 1s
consistent with the SPT easement discount have apphed in most cases throughout this appraisal.”
DeVoe Appraisal at 209.

Witness DeVoe’s claim that the Swanson sale provides support for his across-the-board
discount of 50% for all CORP-owned land on account of the rights reserved by SPT is not borne

out by the facts. SPT's reserved rights played no role whatsocver in setting the purchase price

for the Swanson sale — indeed, those rights were irrclevant to the purchaser. I was personally
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involved in the sale to Swanson, and am familiar with the discussions that resulted in the sale
transaction. Prior to the sale, Swanson had for a number of vears leased the three parcels
involved (which straddle CORP’s rail line through Noti — see DeVoe Appraisal at 200) from
CORP for a lease payment of $| | per year. The property was used by Swanson to store
lumber awaiting transportation. Prior to approaching CORP to cxpress intcrest in buying the
land, Swanson commissioned an appraisal of the property by Charles P. Thompson &
Associates, a rcal cstate appraisal firm in lfugene, OR. A copy of the appraisal prepared by
Thompson & Associates is set forth in Attachment 2 to my Venfied Statement. Based upon its
independent appraisal of the property, Thompson & Associates concluded that the property had a
market value in the range of | } (based upon comparable sales) to | ] (bascd upon
the capitalized value of the lease income to CORP). See Attachment 2 at 35. Nevertheless,
CORP was able to negotiate a sale price of | | which represented approximately 12
times the annual rental payment. 1 hus, Swanson agreed to pay more than 150% of the appraised
value for this property. That fact alone refutes witness DeVoce’s asscrtion that the price paid by

Swanson reflected a 50% discount from fair markct value on account of the rights reserved by

SPI.

Moreover, the nature of the property involved in the Swanson sale, and the buyer’s
intended use of the property, make clcar that the casements reserved by SPT were ummportant to
the buyer and did not influence the purchase price As the aenal photograph on page 200 of the
DeVoe Appraisal makes clear, the subject property is not “timber™ land, so the timber nghts
reserved by SPT in Lane County could not logically be expected to affect the purchase price.
Likewise. given the intended usc of the property — Swanson had used the land prior to the sale to

store forest products, and continues to use it for that purposc today (see photographs in

-5-
Cecil Verified Statement



Public Version

Attachment 2 at 23-25) — neither the easements reserved by SPT for possible future pipcline or
communications facilitics, nor a potential prohibition on building permanent structures within

50 feet of the center line of CORP’s track. would interfere with the buyer’s intended use. The
SPT reservations were never discussed by the parties during the course of negotiations, and the
purchase pnice was based on the capitalived value of the existing lease, not on the “market valuc™
of the property (with or without the SP'] reservations).

As stated above, | have been personally involved in every sale of CORP-owned land over
the past 14 years. Based on that expericnce. I can state uncquivocally that the rights reserved by
SPT have not materially affected the price that CORP has been able to obtain for right-of-way
property that is subject to the SPT rescrvations. To the contrary, CORP has consistently sold
such land at prices at or above “Across-the-I‘ence” value.

For example, in June 2006, CORP sold 0.38 acres along its right-of-way in Recdsport.
OR to| |. The land was purchased by [ ] for assemblage
with their adjacent property for general storage purposes Portions ol the subject property fell
within the arca covered by the casements for pipeline and communications facilitics, as well as
the *“No-Build Clause” reserved by SPT. Nevertheless, CORP obtained a purchase price of
[ ] or nearly [ ] per acre, for this propertly. See Attachment3 As my
contemporancous memorandum to Rail America management indicates, the sale price was
considered the prevailing market value of the property, and did not reflect any discount on
account of the rights reserved by SPT. See Atlachment 3 at 1,

In March 2004. CORP sold 2.55 acres of land in Cottage Grove. OR (in Lanc County) 1o
the Bohemia Foundation. The land was purchased by the Foundation for assemblage with

adjacent land for development of the South Lanc Cultural Heritage Center. Again, portions of
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the subject property fell within the arca covered by SPT's easements for pipeline and
communications facilities, as well as the “No-Build Clause ™ CORP obtained a purchasc price of
| lor[ ] per acre, for the property. See Altachment 4. As my contemporaneous
memorandum to RaillAmerica management indicates, the sale price was “consistent with
prevailing land values” (see Attachment 4 at 1). and was supported by an independent third-party
appraisal (2d. a1 2). Once again, no discount {from market value was assigned based on the SPT
rights

CORP sold two parcels of land (in scparate transactions) along 1ts nght-of-way at Veneta,
ORto | ]. Onc parccl, consisting of 2.13 acres, was sold for
L | and the other, a 0 94-acre parcel, was sold for | ]. Portions of both parcels
were subject to the easements for pipeline and communications facilities, and the *No-Build
Clause.” reserved by SPT. Moreover, both parcels are located within the so-called “Greenway™
subzone established by local ordinance in Veneta. Nevertheless. CORP obtained an average
price of more than [ ] per acre for thosc propertics As my contemporancous
memorandum 10 RailAmerica management indicates. the sale price 1in each case was based upon
the full prevailing market value of the property, and did not reflect any discount on account of
the rights rescrved by SPT  See Attachment Sat 1,5 More importantly, contrary to witness
DeVoe's conclusion (see DeVoce Appraisal at 160-163), the fact that those parcels were subject
10 Veneta's “Greenway™ zonming regulations clearly did not render the property worthless.

Table | lists these and other night-of-way land sales that have occurred in the years since

CORP acquired the Coos Bay Subdivision from SPT.
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Table 1: CORP Land Sales Along Railroad Right-of-Way

6/22/2006 Reedsport OR Douglas
-+ 230200 M ASTIEnd0R m?nﬂ PRk B
12/27/2004 Veneta, OR Lane 2.13
i BT BT 00T ESN e cksongr: . ST a0
3/24/2004 Cottage Grove, OR Lane 2.55
o T2 003 MGGTantsPass, OR . 'Hosephine -V e v WRRERERY T XL
I 9/20/2002 Gold Hill, OR Jackson 3.22
: © 5/24/2001 Veneta, OR “flane” Lo ET .94 L
_12/15/2000 Grants Pass, OR Josephine 1.82 .
-.5/12/2000 Veneta, OR # Lane = CoLE A8 ..
12/22/1998 Medford, OR Jackson 2.31
RORA0 (G CE s o A mm
9/29/1998 Grants Pass,. OR Josephine ) 2.86
" TP O SOMR SR e NOR" - HEHIIDO s (s 0T v Ak 05 LA
12/21/1995 Medford, OR Jackson 0.49

As Table 1 demonstrates. CORP has consistently realized market-based prices in sclling
its excess right-of-way land, notwithstanding the reservation of certain rights in the original deed

from SPT to CORP. In no instancc was land sold at a 50% discount from ATF value — much less

rendered valueless — on account of SPT’s reserved rigzhts. CORP’s standard purchase contract

provides that. after a preliminary sale price is agreed upon. the purchaser has an opportunity to
obtain a title report, raise title objections, and to terminate the contract (with a full refund of any
deposit) if any title problems that may interfere with the purchaser’s intended use of the property
arc discovered. 1 cannot recall any transaction in which the SPT rights were discussed more than
briefly by the parties, nor am [ aware of any sale in which the SPT rights resulted in a reduction
in the purchase price

I'his is not surprising. As witness DeVoe himself recognizes, the Coos Bay
Subdivision’s right-of-way “does not have reasonable potential for pipeline or communication
linc uses.” See DeVoe Appraisal at 11. In the 14 years since CORP acquired the line, to the best
ol' my knowledge, neither SP1 nor its successor UP has expressed any serious interest in granting
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an easement for a pipeline along the Coos Bay Subdivision’s right-of-way. While there arc fiber
optic cables installed at the northern end of the Coos Bay Subdivision (between Milepost 652
and Milcpost 654), ncither SP'I (nor its successor UP) has granted such nghts elsewhere along
the Coos Bay Subdivision. Given the development of wireless technology, it is far less likely
today that prospective purchasers view the hkelihood of new facilitics such as fiber cables being
installed as a significant risk. particularly where a parcel is acquired lor assemblage with land
already owned by the purchaser. In any cvent, it is clear that witness DeVoe’s devaluation of all
CORP right-of-way land by 50% on account of the SPT easements is not supported by the data

regarding actual sales of such land

-9-
Cectl Verified Statement



VERIFICATION

I, Tedd N. Cecil, declare under penalty of perjury that the foregoing is true and correct.

Further, I certify that 1 am qualified and authorized to file this verified statement.

90,5 O

Todd N. Cecil

Executed onA'gegs—\- 22 2008
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RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

RailTex Logstics, Inc.

4040 Broadway, Suite 200

San Antonio, Texas 78209

Attn- Regional General Manager

Until a change is requested, all tax
statements shall be sent to the following address:

RailTex Logistics, Inc

4040 Broadway, Suite 200

San Antomo, Texas 78209

Attn Regional General Manager

{Space above for Recorder’s usc only)

TIMBER QUITCLAIM DEED

UNION PACIFIC RATLROAD COMPANY, a Delaware corporation (tormerly
known as Southern Pacific Transportation Company), whose address 1s 1416 Dodge Street, Omaha,
Nebraska 68179, Grantor, dees hereby REMISE, RELEASE and forever QUITCI.AIM unto
RAILTEX LOGISTICS, INC,, £ Delaware corporation, Grantce, whose address is shown above, and
unto 1ts successors and assigns forever, all of Grantor's nght, hile, interest, estate, claim and demand,
both at law and n equity, of, in, and to all timber growing, grown or to be grown on the property
situated 1n Douglas County, State of Oregon, described 1in Exhibit A attached hereto and hereby
made a part hereof (the "Timber Rights"), as reserved by Grantor in that certain Quitclaim Deed
dated December 31, 1994, recorded m the Qfficial Records of Douglas County, Oregon on January
3, 1995 in Book 1332, Pages 767 to 805, Instrument No 95-00007.

The truc consideration for this quitclaim 1s One Hundred Sixty-Six Thousand Stx
Hundred Sixty-Six and No/100 Dollars ($166,666.00)

THIS INSTRUMENT WILL NOT ALLOW USE OF THE PROPERTY
DESCRIBED IN THIS INSTRUMENT IN VIOLATION OF APPLICABLE LAND USE LAWS
AND REGULATIONS. BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE
PERSON ACQUIRING FEE TITLE TO THE PROPERTY SHOULD CHECK WITH 1HE
APPROPRIATE CITY OR COUNTY PLANNING DCPARTMENT TO VERIFY APPROVED
USES AND TO DETERMINE ANY LIMITS ON LAWSUITS AGAINST FARMING OR
FOREST PRACTICES AS DEFINED IN ORS 30 930 (ORS 93 040)

69 I

FALAW ADSMIMINDEEDSICOPR 1Ml DUL Attachment [
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TOGETHER with all and singular the hereditaments and appurtenances thereunto
belonging, and ail actions for trespass to the timber on the property descnbed in Exhibit A: TO
HAVE AND TO HOLD, subject to the aforesaid provisions, the Timber Rights and the actions for
trespass unto the said Grantee and unto its successors and assigns

IN WITNESS WHEREOQF, Grantor has caused this deed to be duly executed as of
the _2( day of March, 1998.

UNION PACIFIC RAILROAD COMPANY,

Attest a Dclaware corporation
ﬁ/wéfm» f /}éq&v’ (Seal) By~ /.
Ass:s\am Sgpretary le: Assistant Vice President
o AAY A
‘_\\\5 .
-,:_ :3!' 7 R
’ :‘
.-, - ! =i
s [ Y SR v
t.l" JE: -\“\‘b .\\\. M
""'lllul‘.::nl" t
Pl ] 2
S| ANADNABMIEDL ENSYK O?R TMB DUl
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STATE OF NEBRASKA )
) ss.
COUNTY OF DOUGLAS )

On March 24 , 1998, before me, a Notary Public in and for said County and State,
personally  appeared R.D. UHRICH and C.J. MEYER '
and Assistant Secretary, respectively, of UNION PACIFIC RAILROAD
COMPANY, a Delaware corporation, personally known to te (or proved to me on the basis of
satisfactory evidence) to be the persons whose names are subscribed to the within instrument, and
acknowledged to me that they executed the same in their authonzed capacities, and that by their
signatures on the instrument the persons, or the entity upon behalf of which the persons acted,
executed the mstrument

WITNESS my hand and official seal

CENERAL NOTARY State of Nebraska
| DH LIGHTWINE —
MyComm xp Aprit 21 2000 otary Public

(SEAL)

0172698 3 Attachment |
G\l AWADMUBMHDFEDS'COPR TMD DGL Page 3
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(Attached to and torning a part of the
Quitclaim Deed, Douglas County, Oregon,
dated as of 12:01 p.»., Pacific Standard Time,
December 31, 19954,
from Southern Pacific Transportation Company
to Central Oregon & Pacific Railroad, Inc.)

land

SISKIYOU LINE AND COOS BAY BRANCH
DOUGLAS COUNTY, OREGON

All lands and property of the Southern Pacific
Transportation Company’s Siskiyou Line and Coos Bay Branch
situated in the County of Douglas, State of Oregon:

Arttachment 1
JDIn Page 4
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(Douglas County)

Exhibit "A"

A line of railroad situated in the County of Douglas, State of Oregon, comprised

of strips and parcels of land between the Josephine and Douglas County line at M.P.

(Mile Post) C-505.41, Engineers Station 4+89 near Glendale, and the Douglas and Lane

County line at M.P. C-620.96, Engineers Station 2348+25 near Divide as descnbed in

deeds to the Oregon & California Railroad Company, Southar Pacific Railroad Company,

Southem Pacific Company or the Southem Pacific Transportation Company, Grantees,

and more fully described In deeds recorded in Douglas County records as follows:

Date

08-22-1882
03-30-1907
12-18-1907
02-28-1883
04-08-1920
05-03-1920
10-25-1929
06-10-1886
03-01-1929
06-14-1939
02-12-1883
01-18-1883
03-12-1888
06-10-1882
03-02-1883
01-18-1883
12-16-1881
08-10-1882
02-12-1883
12-15-1881
04-16-1909
12-15-1881
12-16-1881

TMSOOIR S4/sca

Grantor

Samuel Marks, et al.
0.C. Sather, et ux.
Oregon Idaho Co.
W.R. Willls, et ux., et al.
Glendale Lumber Co.
City of Glendale
Glendale Lumber Co.
Dawvid Lanng

Clara J. Worthington
Douglas County

J.B. Nichols, et ux
W.H. Riddle, et al.

C. Ledgerwood, et ux.
A.M. Bealy

H.H. Nichols

W.H. Riddle, et al.
W.R. Mynatt, et ux
Daniel Raymond

J.8. Nichols, et ux.
Noah Comutt, et ux.

Glenbrook Land & Lbr. Co.

Abner Riddle, et ux.
Abner Riddle, et ux.

Date of

Recording
08-29-1882
04-25-1907
12-28-1907
03-03-1883
06-26-1920
06-26-1920
05-19-1930
06-22-1886
03-14.1929
07-12-1939
02-24-1883
02-09-1883
03-17-1888
06-12-1882
03-06-1883
02-09-1883
12-20-1881
06-12-1882
02-24-1883
12-20-1881
10-05-1509
12-20-1881
12-20-1881

Attachment |
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Book
13
57
57
13
81
81
92
17
o1

100
13
13
20
13
13
13
12
13
13
12
63
12
12

Page
256

107
590
597
154
155
319
576
141
415
584
5§55

1
106
604
554
434
107
589
428
238
437
436
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12-05-1889
12-14-1881
03-02-1883
10-30-1884
12-13-1881
05-28-1948
12-13-1881
01-29-1883
12-12-1881
01-02-1882
06-20-1887
11-13-1913
09-16-1899
01-04-1913
11-20-1930
11-02-1881
04-25-1872
11-23-1881
09-25-1907
06-18-1907
02-28-1882
07-28-1882
05-03-1912
12-28-1906
04-23-1872
01-25-1883
04-17-1872
08-18-1888
11-25-1911
11-02-1881
04-22-1872
04-22-1872
11-30-1881
01-12-1883
01-13-1883
11-02-1881
04-09-1872
04-22-1872
04-24-1872
11-30-1881
03-27-1872
11-02-1881
12-03-1881
10-14-1994
03-27-1872
10-31-1881
11-02-1881

TMSOO3IR S4/eca

Grantor

Abner Riddle, et ux.
J.D. Comutt, et ux.
J.D. Comett, et al.
Hans Weaver, et ux.
Hans Waeaver, et ux.
City of Riddle
James Adams, et ux.
Rosa Adams

John Hall, et ux.
John Hall, et ux.

Martin Purkeypile, et ux.
Lexington Investment Co.

John Hall, et ux.
S.B. Crouch, et ux
R.M. Baldwin, et ux.

G.H. Stevenson, et ux,

M.C. Ruckles, et ux.
M.C. Ruckles, et ux.
Lydia Dascomb
W.N. Moore, et ux.
M.C. Ruckles, et ux.
M.C. Ruckles, et ux.
W.N. Moore, et ux.

G.H. Stevenson, et ux.

William Slocum
Susan Smith, et vir.

William Hudson, et ux.

Jas. D. Bumett, et al.
J.F. Ross, et ux,
Robt. Phipps, et ux,
Wm. Sebsing, et ux.
John Dillard, et ux.
John Dlllard, et ux.
John Dlllard, et ux.
Robt. Phipps, et ux.
Robt. Phipps, et ux.
A. Miller, et ux.
James J. Rosnagle
Stephen Marsh, at ux.
Sarah J. Kelly

J. Green, et wc

J. Green, et ux.
Jeptha Green, et ux.
State of Oregon
James Boggs, et ux.
James Boggs, et ux.
J. Green, et ux.

sox1D34 832

Date of
Recording
12-13-1889
12-20-1881
03-06-1883
12-05-1884
12-20-1881
08-28-1948
12-20-1881
02-09-1883
12-20-1881
01-04-1882
06-23-1887
01-05-1914
09-25-1899
01-13-1913
12-22-1930
11-04-1881
05-16-1872
11-29-1881
10-02-1907
06-29-1907
03-02-1882
07-31-1882
05-24-1912
01-07-1907
05-03-1872
02-09-1883
04-17-1872
08-22-1888
12-04-1911
11-04-1881
05-04-1872
05-03-1872
12-01-1881
01-20-1883
01-20-1883
11-04-1881
05-04-1872
05-03-1872
05-04-1872
12-01-1881
05-15-1872
11-04-1881
12-05-1881

04-17-1872
11-01-1881
11-04-1881

Attachment 1
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Book
22
12
13
16
12

159
12
13
12
12
19
73
38
71
93
12

5
12
57
57
12
13
70
55
5
13
5
20
68
12
5
5
12
13
13
12
5
5
5
12
5
12
12
1322
5
12
12

Page
266

429
602
51
440
3
423
556
431
472
12
222
471
546
49
339
556
384
435
261
5§50
183
548
464
546
557
543
283
561
338
552
548
393
497
498
337
550
545
549
392
562
336
399
514
542
334
336
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Date

12-03-1881
05-25-1872
02-28-1872
12-13-1881
03-02-1872
06-18-1940
11-08-1940
02-28-1872
01-29-1873
06-09-1923
02-16-1924
10-14-1926
01-29-1873
02-06-1807
06-09-1883
08-13-1898
(8-09-1883
03-16-1878
08-18-1898
01-26-1907
02-29-1872
04-27-1872
02-28-1872
06-13-1872
04-13-1901
02-28-1872
04-26-1872
06-04-1875
04-26-1872
02-27-1872
02-06-1907
02-19-1921
12-05-1923
02-16-1924
03-25-1932
10-05-1938
12-04-1938
02-04-1965
07-27-1970
07-27-1970
07-13-1970
07-27-1970
02-27-1872
04-26-1872
04-268-1872
06-30-1911
04-26-1872

TMSOOIR Qblare

Grantor

“J. Green, et ux.

Jos. J. Sheffield

Thos. P, Sharidan
Edward F. Sheridan

M. Parrott, et ux,

The Cal. Ore. Power Co.

Gen. Petroleum Corp. of Cal.

Aaron Rosg, st ux.
Aaron Rose, et ux.
County of Douglas
W.S. Hamilton, et al.
Willlam M. Allen, et ux.
Aaron Rose, et ux

S. Hamiiton, et al.
Aaron Rose, et ux.
Aaron Rose, et ux.
Aaron Rose, et ux.
Aaron Rose, et ux.
Julie B, Comstock
J.G. Flook Co.

J.C. Flood, et al.

G. Meh|, et ux.

N. Cockelreas, et ux.
Joseph Williams, et ux.
Levi Miokler, et ux.

C. Gaddis, et ux.

John Aiken, et ux.
John Jones, at ux,
John C. Aiken, et ux.
Hiram Dixon, et ux.

8. Hamilton, et al.

A. Creason, et ux.
Joseph Micelll, et ux.
W.S. Hamliton, et at.
Foster Butner, et ux,
City of Roseburg
Haisey DeCamp, et ux.
U.S. Plywood Corp.
City of Roseburg

City of Roseburg
Roseburg Lumber Co.
King Subdiver, Inc.
Hiram Dixon, et ux.
John C. Aiken, et ux.
John Atken, et ux.
Alan S. Dumbieton, et ux
Thomas Smith, et ux,

poor1 D34 #1833

" Date of

Recording
12-05-1881

05-18-1872
04-17-1872
12-13-1881
04-17-1872
08-13-1840
12-13-1940
04-17-1872
01-30-1873
07-28-1923
03-28-1924
10-28-1926
01-0-1873

02-18-1807
06-14-1883
04-06-1899
06-14-1883
03-19-1878
04-08-1898
02-08-1907
04-24-1872
05-16-1872
04-17-1872
06-27-1872
04-18-1901
04-22-1872
05-18-1872
08-04-1875
05-16-1872
04-17-1872
02-18-1907
03-10-1921
01-10-1924
03-28-1824
05-11-1932
01-23-1937
01-23-1937
10-17-19686
08-12-1970
08-12-1970
08-12-1970
08-12-1970
04-17-1872
05-16-1872
05-16-1872
07-10-1911
05-16-1872
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12

5
5
12
5
101
102
5
6
85
85
88
6
55
14
38
14

9
38
55

5

5

5

5
42

5

5

7

5

§
55
82
85
85
94
o8
98

380
451
451
451
451

Pagae
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855
537
417
541
568
158
538
108

95
582
493
108
570
260
137
2682
580
136
547
548
564
540
589
227
539
561
308
560
536
570

35
424
582
211
186
186
778
211
213
218
220
538
560
581
115
587



Date

10-01-1881
11-14-1922
08-07-1882
07-29-1878
11-06-1876
06-03-1872
03-25-1873
02-16-1872
04-15-1873
08-10-1910
02-16-1872
04-20-1872
02-16-1872
02-21-1872
06-06-1907
07-23-1918
06-05-1918
02-21-1872
04-27-1872
02-16-1816
12-29-1909
07-11-1913
04-22-1915
03-18-1876
01-29-1878
03-10-1849
02-14-1872
03-19-1897
04.27-1872
02-14-1872
04-01-1904
04-01-1904
09-10-1872
06-10-1803
12-01-1803
10-28-1903
10-14-1896
09-23-1871
09-26-1871
09-23-1871
09-23-1871
00-28-1871
03-18-1876
02-23-1869
06-15-1891

TULNITIR Ctiers

Grantor

Fendel Sutheriin, et ux.
Samuel A. Kendall, et al
Thos. F. Royal, et ux.
Ziba Dimmick, et ux.
Joseph A. Haines, et ux.
J.D.B. Lee, et ux,
J.D.B. Lee, et ux.

A.J. Chapman, et ux.
A.J. Chapman, et ux.
M.E. Wilson

B.J. Grubbe, et ux.

D.H. McBride, et ux.
E.T. Grubbe, et ux.

Jas. T. Cooper, et ux.
Phoenix Stone Co.
George W. Short, et al.
Alice Walker, et vir.
James T. Cooper, et ux.
John C. Smith, et ux.
J.F. Luse Cao.

Sutherlin Lane & Water Co.

J.F. Luse Co.
J.F. Luse, et al,
Mary V. Johnson
E.C. Lord

Waeyerhaeuser Timber Co.

Reason Reed, et ux.
D.W. Steamns, et ux,
D.W. Steams, et ux.
A_F. Brown, et ux.
A.F. Steams, et ux.
A.F. Stearns, et al.
A.F. Brown, et ux.
A.F. Brown, et ux,
L.P. Sutheriin, et al.
A.F. Brown, et al.

Emanuel Hartsock, et ux.

Edward G. Young, at ux.
D.B. Hamblin, et ux,
M.R. Shupe

Joseph A. Dallon

D.C. Underwood, et ux.
John F. Sutherlin

W.L. Tower, et ux.

W.L. Tower, et ux.

sooxd D34 nc:834

Date of
Recording
01-24-1882
12-08-1922
01-28-1884
08-22-1876
11-29-1876
08-27-1872
04-21-1873
03-12-1872
04-21-1873
08-27-1910
12-24-1881
05-04-1872
03-12-1872
03-12-1872
06-21-1907
08-28-1918
06-24-1918
03-12.1872
05-16-1872
Cert. of Title
01-17-1910
Cert. of Title
Cert. of Title
03-31-1876
02-01-1878
04-26-1949
03-12-1872
03-30-1897
05-16-1872
03-12-1872
04-13-1904
04-14-1904
10-31-1872
06-16-1803
01-25-1904
11-23-1903
10-21-1896
10-13-1871
10-12-1871
10-12-1871
10-12-1871
11-04-1871
03-24-1876
02-21-1908
08-23-1891
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Page
497

189
121
773
168
588
216
§30
218
300
459
561
532
531
239

64
352
531
563
602
118
181
331
623
440
140
528
313
558
527

81

81

87
268
579
484

M
517
508
513
514
521
615

52
563



Date

07-17-18%89
06-15-1891
09-22-1871
04-27-1878
11-01-1875
09-06-1875
12-18-1917
08-12-1919
04-26-1923
07-21-1871
09-14-1910
09-15-1910
09-21-1871
01-30-1872
02-03-1913
11-17-1908
09-27-1871
11-29-1875
08-14-1875
1871
10-07-1871
09-20-1871
09-20-1871
09-30-1871
09-25-1871
03-15-1906
11-27-1805
10-06-1905
11-27-1905
10-18-1905
10-13-1905
09-29-1905
04-19-1876
07-10-1899
02-12-1872
10-04-1871
08-07-1872
09-23-1871
09-21-1871
09-26-1871
1871
11-27-1906
11-27-18086

TMSOMIR Sd/aea

Grantor

lsadore E. Rice, et ux.
Isadore E. Rice, et ux.
Ica F. Rice, et ux.

J.L. McKinney, et ux.
Martha Ann Smith
Rabert Smith, et ux.
Horace Campbeli, et ux.
Horace Campbell, et ux.
Rebecca G, Campbell
John Long, et ux.

R.W. Long, et ux.

S.G. Long, et ux.
Willlam H. Wilson, et ux.
A.T. Ambrose, et ux.
John H. Sutherlin, et ux.
Willlam Long

George A. Burt

Willamette Real Estate Co.

Chas Applegate, et ux.
D.W. Applegate, et ux.
P.O. Applegate

W.H. Applegate

C. Drain, et al.

Conrad Snowden, et ux.
J. Applegate, et ux.
Skelley Lumber Co.

R. Becker, et ux.
Benton Mires

C. Arlandson, et ux.
Joseph Lyons, et ux.
C.D. Drain, et ux.

A.L. Moon, et ux.

J.G. Hughes

J. Lyons, et ux

J.W. Krewson, at ux.
C. Putnam

N.E. Mulvaney

E.A. Estes

E.T. Estes, et ux.

J.J. Comstock, et ux.
William Ward, et ux.
J.A. Griggs, et ux.

F. Marketta -

soor1 D34 e 83D

Date of

Recording
07-28-1899
06-23-1891
10-13-1871
05-03-1878
11-06-1875
09-10-1875
01-10-1918
09-10-1919
06-11-1923
10-12-1871
10-17-1910
10-17-1910
10-13-1871
03-12-1872
02-27-1913
12-06-1909
10-12-1871
01-11-1878
08-19-1875
10-11-1871
11-16-1871
10-16-1871
10-16-1871
11-04-1871
10-11-1871
04-13-1808
12-16-1905
10-20-1905
12-16-1905
14-16-1905
10-23-1905
10-20-1205

07-17-1899
03-12-1872
11-16-1871
01-28-1884
10-11-1871
10-11-1871
10-11-1871
10-11-1874
12-15-1906
12-15-1906

Book
38
24

5
9
7
7
78
80
84
5
66
66

5
5
72
63
5
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Page
372

562
518
723
495
4208
311

€5
618
516
461
461
519
524

26
452
512
549
409
503
523
504
507
520
502
623
410
305
408
354
312
305
686
354
526
§22
120
505
506
501
508
398
399



sooe1 534 #1836

Togsther with the 200 foot wide Congressional Grant fight of way, acquired by the
Oregon and California Railroad Company (predecessor of the Southem Pacific
Transportation Company) by Act of Congress dated July 25, 18686, lying 100 feet on each
side of the original surveyed line described as follows:

(1)  Beginning at the point of intersection of the Josephine and Douglas County
line in the west half of the southwest quarter of Sectlon 10, Township 33 South, Range
6 west, W.B.& M,, with said surveyed line at or near Engineers Station 4+89; thence
northwesterly, along said surveyed line, to a point in the north line of the southeast
quarter of Section 4 said Township and Range at or near Engineers Station 77+70.

(2) Beginning at th-e point of intersection of the east line of the southwest
quarter of the northeast quarter of Sectlon 4, Township 33 South, Range & west, W.B.&
M., with said surveyed line at or near Engineers Station 84+50; thence northwesterly,
along said surveyed line, to a point in the north line of the northwest quarter of the
southwest quarter of Section 32, Township 32, South, Range 6 west, W.B.& M., at or

near Engineers Station 188+10,

Excepting the portion within the southeast quarter of the southeast quarter of said
Section 32,

(3) Beginning at the point of intersection of the east line of the northwest
quarter of the northeast quarter of Section 31, Township 32 South, Range 6 West, W.B.&
M., with said surveyed line at or near Engineers Station 3334+30; thence westerly, along
said surveyed lins, to a point in a line in the northwest quarter of the southeast quarter
of Section 19, Township 32 South, Range 7 West, W.B. & M., having a bearing of South
45° East and passing through a point dist-ant 350 East of the centar of said Section 19,

at or near Engineers Station 2892+70: Atlachment |
Page 11}

TMSOQ3R S4Ahea



so1 934 wee837

Excepting the portion within the southeast quarter of the scutheast quarter of
Section 36, Township 32 South, Range 7 West, W.B. & M.

(4) Beginning at the point of intersaction of the center line of Cow Creek in the
southeast quarter of the southwest quarter of Section 1, Township 32 South, Range 8
West, W.B. & M., with said surveyed line at or near Engineers Station 2717+50; thence
northeastary, along said surveyed line, to a peint in the east line of the northeast quarter
of the southeast quarter of Section 35, Township 30 South, Range 7 West, W.B & M.,
at or near Engineers Station 1900+30.

(5) Beginning at the point of intersection of the north line of the north haif of the
northwest quarter of Section 1 Township 31 South, Range 7 West, W.B. & M., with said
surveyed line at or near Engineers Station 1875+00; thence easterly, along said surveyed
line, ta a point in said north line at or near Engineers Station 1868+90.

(6) Beginning at the point of intersection of the west line of the southwest
quarter of the southwest quarter of Section 31, Township 30 South, Range 6 West, W.B.
& M., with said surveyed line at or near Engineers Station 1808+12; thence northeasterly,
along said surveyed line , to a point In the north line of Lot 1, in the northwest quarter of
Section 32, said Township and Range at or near Engineers Station 1725+50.

(7} Beginning at the point of intersection of the south line of Lot 1 in the
northeast quarter of Section 12, Township 30 South, Range 6 West, W.B. & M., with said
surveyed line at or near Engineers Station 1379+50; thence northeasterly, along said
surveyed line, to a point in the east lina of the northeast quarter of the southeast of
Section 1, said Township and Range at or near Engineers Station 1345+40.

{8) Beginning at the point of intersection of the south line of Lot 1 in the
northeast quarter of Section 32, Township 29 South, Range 5 West, W.B. & M., with said
surveyed line at or near Engineers Station 1211+80; thence northeasterly, along sald

Attachment |
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surveyed line, to a point in the east line of said Lot 1 at or near Engineers Station

1204+80, .

(9) Beginning at the point of intersection of the south line of Lot 6 in the
southwest quarter of Saction 28, Township 29 South, Range § West, W.B, & M., with said
surveyed line at or near Engineers Station 1180+40; thenca northeasterly, along said
surveyed line, {o a point in the east line of Lot 5 in sald southwest quarter at or near
Engineers Station 1164460,

(10} Beginning at the point of inlersaction of the east line of Lot 1 in the
northeast quarter of Section 28, Township 29 South, Range § West, W.B. & M., with said
surveyed line at or near Engineers Station 1141+33; thence northwesterly, along said
surveyed line, to a point in the north line of lot 1 In the northeast quarter of Section 19,
said Township and Range at or near Engineers Station 1027+25.

(11) Beginning at the point of Intersection of the west line of Lot 6 in the
southeast quarter of Section 18, Township 25 South, Range § West, W.B. & M., with said
surveyed line at or near Engineers Station 1000+90; thence northerly, along said
surveyed line, to a point in the north line of Lot § in the northeast quarter of Section 18,
sald Township and Range at or near Engineers Statlt:m 973+20.

(12) Beginning at the point of intersection of the south line of the fractional
northeast quarter of the northeast quarter of Section 2, Township 29 South, Range 6
Waest, W.B. & M., with said surveyed line at or near Engineers Station 814+30, thence
northerly, along sald surveyed line, to a point in the north line of fractional southeast
quarter of the southeast quarter of Section 35, Township 28 South, Range 8 West,'W.B.
& M. at or near Engineers Station 788+40.

(13) Beginning at the point of intersection of the east line of the southeast
quarter of the southeast quarter of Section 34, Township 28 South, Rangs 6 West, W.B.

Attachment |
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& M., with sald surveyed line at or near Engineers Slation 713+00; thence westerly, along
said surveyed line, to a point In the west line of Lot 1 in the northwsst quarter of Section
3, Township 29 South, Range 6 Waest, W.B. & M. at or near Engineers Station 672+40.

(14) Beginning at the point of intersactic;n of the west line of the northeast
quarter of Section 27, Township 28 South, Range 6 West, W.B. & M., with said surveyed
fine at or near Engineers Station 445+85; thence northeasterly, along sald surveyed line,
to a point in the north line of said northeast quarter at or near Engineers Statlon 425+35.

(15) Beginning at the point of intersection of the east line of Lot 20 in the
northwest quarter of Section 25, Township 26 South, Range 8 Waest, W.B. & M., with said
surveyed line at or near Engineers Station 999+30 thence northerly, along said surveyed
line, lo a point in the south line of the James E. Walton Donation Land Claim 46 In the
southwest quarter of Section 24, said Township and Range at or near Engineers Station
967+80.

(16) Beginning at the point of intersection of the south line of the southwest of
the quarter of the northeast quarter of Section 17, Township 25 South, Range 5, West,
W.B. & M., with said surveyed line at or near Engineers Statlon 555 + §5; thence
northerly, along said surveyed line, to a point in tha north line of the sald southwest
quarter of the northeast quarter at or near Engineers Station 541+80.

{17) Beginning at the point of intersection of the south line of Lot 3 In the
northeast quarter of Section 8, Township 25 South, Range § West, W.B. & M., with said
surveyed line at of near.Engineers Statlon 502+70; thence northerly, along said surveyed
ling, to a point in the north line of said Lot 3 at or near Engineers Station 496+86.

(18) Beginning at the point of intersection of the east line of the southeast
quarter of the northwest quarter of Section 32, Township 24 South, Range 5 West, W.B.
& M., with said surveyed line at or near Engineers Station 349+10; thenca northwesterly,

Allachment 1
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along sald surveyed line, to a point in the west line of Lot § in the southwest quariar of
Seclion 28, said Township and Range at or near Engineers Station 325+80.

(19) Beginning at the point of intersection of the north line of the northeast
quarter of the southeast quarter of Section 32, Township 23 South, Range 5 West, W.B.
& M., with sald surveyed line at or near Engineers Station 3+18; thence northwesterly,
along said surveyed line, to a point in the south line of Richard Smith Donation Land
Claim No. 47 In the northwest quarter of Section 33 said Township and Range at or near
Engineers Station 28+00.

(20) Beginning at the point of intersection of the south line of Lot 4 in the
southwast quarter of Section 27, Township 23 South, Range 5§ West, W.B. & M., with said
surveyed [ine at or near Engineers Station 80+80; thence northerly, along sald centerline,
to a peint in the north line of said Lot 4 at or near Engineers Station 90+50.

(21) Beginning at the point of intersection of the west line of Lot 3 in the
southwest quarter of Section 27, Township 23 South, Range 5 West, W.B, & M., with said
surveyed line at or near Enginears Station 105+10; thence northerly, along said surveyed
line, to a point In the north line of the northwest quarter of the northwest quarter of said
Section 29 at or near Engineers Station 134+30.

(22) Beginning at the point of intersection of the north line of the Warren N.
Goodells Donation Claim No. 40 In the southeast quarter of Section 8, Township 22
South, Range § West, W.B. & M., with said surveyed line at or near Engineers Station
2964+35; thence northeasterly, along said surveyed line, to a point in the north line of
said southeast quarter at or near Engineers Station 2953+70,

(23) Beginning at the point of intersection -of the west line of the northeast
quarter of the northwest quarter of quarter of Section 9, Township 22 South, Range 5
West, W.B. & M., with said surveyed line at or near Engineers Station 2823+20; thence

Attachment |
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northeasterly, along sald surveyed line, to a point In the north line of said northeast
quarter of the northwest quarter at or near Engineers Station 2916+28,

(24) Beginning at the point of_lntérsecﬁon of the west line of the southwest
quarter of the northeast quarter of Section 4, Township 22 South, Range § West, W.B.
& M., with said surveyed line at or near Engineers Station 2886+40; thence northeasterly,
along said surveyed line, to a point In the north line of the southwest quarter of the
southwest quarter of Section 34, Township 21 South, Range § Wast at or near Engineers
Station 2834+20.

(25) Beginning at the point of intersection of the wast line of the northwest
quarter of the northwest quarter of Section 31, Township 21 South, Range 4 West, W.B.
& M., with said surveyed line at or near Engineers Station 2676+286; thence northeasterly,
along said surveyed line, to a point in the east line of the northeast quarter of the
southwest quarter of Section 30, said Township and Range, at or near Engineers Station
2636+32.

(26) Beginning at the point of Intersection of the east line of the northeast quarter
of the northeast quarter of Section 30, Township 21 South, Range 4 West, W.B. & M.,
with said surveyed line at or near Engineers Station 2609+70; thence northeasterly, along
said surveyed line, to a point in the north line of Lot 2 in the southeast quarter of Section
19, said Township and Range, at or near Engineers Station 2595+57.

(27) Beginning at the point of intersection of the south line of the southwest
quarter of the southeast quarter of Section 9, Township 21 South, Range 4 West, W.B.
& M., with said surveyed line at or near Engineers Station 2458+40; thenca easterly,
along sald surveyed line, to a point in the- east line of the southwest quarter of Section

11 said Township and Range, that Is also the Douglas and Lane County line at or near

Engineers Station 2346+25.
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(28) A portion of Lot 3 lp the southwest quarter of Section 31, Township 25
South, Range 5 West, W.B. & M., that is bounded wasterty by a line concentric with and
distant 100 feet westerly, measured radially, from sald original surveyed line and bounded
easterly by the east line of said Lot 3 e

Together with the 200 foot wide Congressional Grant right of way, acquired by the
Oregon & Califomia Rallroad Company (predecessor of the Southern Pacific
Transportation Company) by Act of Congress dated March 3, 1875, lying 100 feet on
each side of the original surveyed line described as follows:

Beginning at the point intersection of a line In the northwest quarier of the
southeast quarter of Section 19, Township 32, South, Range 7 West, W.8. & M., having
a bearing of South 45° East and passing through a point distant 350 feet east of the
center of said Section 19, with said surveyed line at or near Engineers Station 2892+70;
thence northwesterly, along sald surveyed line, to a point in the center line of Cow Creek
in the southeast quarter of the southwest quarter of Section 1, Township 32 South, Range
8 West, W.B. & M., at or near Engineers Station 2717+50.

Togsether with the strips or parcels of land described as follows:

(1) A strip of land, 100 feet in width, lying 50 feet on each side of the center line
of the main track of the Southern Pacific Transportalion Company, extending
northwasterly from the point of intersection of said center line with the north line of the
northwest quarter of the southwest quarter of Section 32, Township 32 South, Range 6
Waest, W.B. & M., at or near Engineers Station 188+10, to the west line of the northeast
quarter of the northeast quarter of Section 31, said Township and Range, at or near
Engineers Station 3334+30.

(2) A portion of Sheridan Street in the City of Roseburg described in Vacation
dated November 13, 1811, Ordinance No. 328, being a strip of land approximately 450
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feet in length and 12 feet in width, lying contiguous to and southeasterly of the
southeasterly line of land described in deed dated January 29, 1873, from Aaron Rose,
et ux., to the Oregon and California Rallroad Company, r;corded January 30, 1873, In
Book 6 “of Deeas': page ; 0.8. Frecl:-ords of sald Célmiy. and extending southwesterly
approximately 450 feet from the southwesterly line of Qak Street (60 feet wide).

(3) A strip of land, 50 feet in width, situated In the City of Roseburg, lying 25
feet on each side of the center line of the track shown on print of "Proposed Spur to
Kinney's Addition," made a part of Indenture dated May 23, 1903, from Clara Rast, et al.,
to the Southemn Pacific Company, said center fine more particularly described as follows:

Beginning at the point of intersection of said center line with the westerly line of
Winchester Street (60 feet wide); thence southwesterly, aleng said 'center line, to a point
in the easterly line of the main line right of way (60 feet wide) of the Southem Pacific
Transportation Company.

{4) A strip of land, 30 feet in width, being a portion of the land described in
deed dated June 8, 1907, from the Phoenix Stone Company to the Oregon and California
Railroad Company, recorded June 21, 1907, in Book 57 of Deeds, page 239, records of
said County, lying 15 feet on each side of the center I.lna described as follows:

Beginning at the junction of the center line of the originally located spur track
leading to the Phoenix Stone Company's stone quatry with the center line of the main
track of the Southem Pacific Transportation Company at Engineers Station 708+74;
thence southeasteriy, alon9 the center line of said spur track, a distance of 428 feet, to
a point in the northwasterly terminus of the land described in deed dated September 24,

1931, from the Southern Pacific Company to Elmer J. Crawford, et ux., at or near

Engineers Station 4+28.
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Excepting therafrom the 60 foot wide main line right of way of the Southem Pacific

Transportation Company.

(58) A strip of land, 80 feet in width, lying 30 feat on each side of the cerltter Ii;'\e

- .
- ' b . h BT 1 Paem o plew | %l LIPS -

of tha r‘naln tre;.ck of the Southern Pacific Transportatllon Eolmpany,'axiending nn;th;ari'y
from the westerly line of Lot 3 in Block 13 in the town of Wilbur to the north line of
Section 18, Township 26 South, Range 5 West, W.B. & M,

Excepting therefrom the portion included in Lots 3 and 4 In Block 2 and the portion
in Blocks 3 and 4 in said town of Wilbur.

(6) A triangular parcel of land in the Clty of Sutherlin, being a portion of the
southwest quarter of the southeast quarter of Section 17, Township 25 South, Range §
West, W.B. & M., bounded weslerly by the north-south center line of said Section,
bounded north by the north line of sald southwest quarter of the southeast quarter and
bounded southeasterly by a line paralle! with and distant 30 feet southeasterly, measured
at right angles, from the center line of main track of the Southem Pacific Transportation
Company.

(7) A portion of the Richard Smith Donation Claim No. 47 in the south half of
the north half of Section 33, Township 23 South, Range 5§ West, W.B. & M., bounded
southerly by the south line of said Claim No. 47 and bounded northerly by a line
concentric with and distant 30 feet northerly, measured radially, from the center line of
the main track of the Southem Pacific Transportation Company near raliroad station of
Rice Hill.

(8) The portions of Drain Avenue, Beach Street, County Road and alleys In
Blocks 20 and 21 in South Drain, vacated by Ordinance 243, dated June 5, 1916,

abutting upon the lands of the Southern Pacific Transportation Company.

Attachment |
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Excapting from the above described land all of the land described in deeds to

various grantees as recorded in records of Douglas County as follows:

Date
12-21-1915
10-06-1950
12-31-1906
10-20-1949
09-10-1942
06-25-1979
09-24-1931
04-03-1833
07-25-1918
08-14-1960
08-29-1978

LY AL T

Grantor

County of Douglas
City of Myrtle Creek

W.N. Moore

Paul B. Hult, et ux.
Coos Bay Lumber Co.
Southern Pacific Co.
Elmer J. Crawford, et ux.

State of Oregon
Benton Mires
E.G. Whipple
Lucille Land

. -1 Date of

Recording
04-08-1918

01-25-1951
068-18-1907
04-15-1950
10-27-42

07-24-1979
02-08-1932
07-22-1933
09-09-1918
06-29-1860
10-16-1978

Also excepting therefrom the strips or parcels of land described as follows:

(M

Book Page
75 56
188 681
57 234
178 247
104 437
79-11724
94 63
95 113
79 77
295 136
78-19587

That portion of the land described in deed dated June 10, 1886, from David

Loring to the Oregon and California Railroad Company, recorded June 22, 1886, in Book

17 of Deeds, page 576, records of said County, lying southerly of a line parallel and

concentric with and distant 100 feet southerly, measured at right angles and radially, from

the center line of the main track of the Southem Pacific Transportation Company.

(2) A parcel of land situated in the City of Riddle, being a portion of the land

described in deed dated December 16, 1881, from Abner Riddle to the Oregon and

TMSOOIR S4/hea
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California Rallroad Company, reeorded December 20, 1881, In Book 12 of Deeds, page
436, records of said County, Iymg southaasteriy of the following described line:

Beginmng at the most easterly comer of the above described parcel of land;
lhence North 53' 55' West alon.g :n: r:‘o;tﬁez;;t;d;‘i;nedof'-l'ana dascnbed |n sald deed
5.08 feet; thence South 40°* 16° West 571.65 feet; thence South 38° 01* 32" West 62.65
feet; thence South 38* 05’ West 767.31 fest to a point in the southwesterly line of land
described in said deed.

(3) A parcei of land situated in the City of Dillard, being that portion of the
Station Grounds of the Southermn Pacific Transportation Company, bounded northerly and
southerly by the limits of said Station Grounds, bounded easterly by the easterly iine of
Pacific Highway and bounded westerly by the easterly line of Main Strest (100 feet wide)
and its southerly prolongation.

(4) Two parcels of land in the City of Roseburg described as follows:

(8) A parcel of land bounded southerly by Lane Street, bounded
northwesterly by Bowen Street, bounded northerly by the southerly line of
the land described in deed dated June 25, 1979, to the Southem Pacific
Company, recorded July 24, 1879, as Document No. 7814724, records of
said County, and bounded southeasterly by a line parallel with and distant
67 feet northwesterly, measured at right angles, from the centeriine of the
main track of the Southem Pacific Transportation Company.
{b) A parcel of land described in deed dated March 20, 19247, from the
Southem Pacific Company to F.S. Hamilton described therein as follows:
“A piece or parcel of land situate, lying and being in the
southeast quarter of Section 24, Township 27 South, Range
6 West, W.B. & M., and being a portion of the parce! of land

Altachment |
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described In deed dated June 9, 1883 {from Aaron Rose et ux
to Oregon and Califomnia Railroad Company, recorded June

14 18831in Book 14 of Deeds, page 260, Records of Douglas

L L R BT T o e Y e N N T E T L B T I, )

County, in the City of Roseburg, County of Douglas, State of
Oregan, described as follows:

Beginning at the point of intersection of the easterly
line of said parcel described in said deed with the center line
of Burke Street of said City, distant North 62° 00’ Waest,
162.6 feet, measured along said center line from its
intersection with the center line of Short Street and 60 feet
easterly, measured radially, from the original located canter
line of main track of the Southemn Pacific Company; thence
Southerly, along sald easterly line of said parcel of land, along
a curve to the left, having a radius of 895.04 feet (chord bears
South 10° 24’ 17" West, 71.5 feet) an arc distance of 71.52
feet to the southeasterly comer of said parcel of land
described in said deed; thence North 81* 39’ 17" West,
along the southerly line of said parcet of land, 17.0 feet to a
point; thence Northerly, along a curve to the right having a
radius of 436.69 feet (chord bears North 10° 38° East, 77.4
feet), an arc distance of 77.5 feet to a point in the
northwesterly prolongation of said center fine of Burka Street;
thencae South 62° 00'-East, along said prolongation, 17.5 feet
to the point of beginning, containing an area of 1308 square
fest, more or less.”
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Coos Bay Branch
Douglas County

Exhiblt "A”

A line of railroad, comprised of strips and parcels of land lying

between the common boundary of Lane and Douglas Counties at M.P. {Mile

Point) 727.045, Engineers Station 1248+81.2 and the common boundary of

Douglas and Coos Counties at M.P. 749.085, Engineers Station

2966+94.14, situated in Douglas County, State of Oregon, more fully

described in the following instruments (Deed, etc.) to the Willamette Pacific

Railroad Company and the Southern Pacific Company:

Date
04-08-1912
10-04-1913
04-09-1912
10-22-19813
12-19-1911
12-15-1811
12-02-1912
06-18-1915
12-14-1912
12-16-1911
11-21-1911
11-22-1911
12-19-1911
12-18-1911
09-11-1914
11-22-1911
09-20-1913
10-30-1911
06-05-1914
02-06-1917

DGJD4D Sd/eca

Grantor

Sylvester J. Cox

J.A. Janelle, et ux

E.Z Brewster, et al
William Kroll, et ux
Gardiner Mill Company
Gardiner Mill Company
Gardiner Mill Company

Menasha Wooden Ware Co.

Gardiner Mill Company
John W, Wroe, et ux
Frank Perry, et ux
Willlam Dewar, et ux
W.P. Reed, et ux
Gardiner Mill Company
Gardiner Mill Company
Asa Henderson, et ux
Asa Henderson, et ux
Gardiner Mill Company
Gardiner Mill Company
Reedsport Company

Date of

Recording
04-29-1812
10-17-1913
04-27-1912
1101-1913
12-22-1911
12-18-1911
01-28-1913
07-17-1915
01-28-1913
01-11-1912
12-08-1911
12-18-1911
01-11-1912
12-22-1911
09-25-1914
12-18-1911
04-13-1914
11-03-1911
07-06-1914
05-16-1917

Auachment |
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Book
70
73
70
73
70
70
71
75
71
70
68
70
70
70
74
70
73
68
74
77

Page
463

21
462
60
52
41
589
176
591
127
578
41
128

169
40
479
483
1
118
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Date of

Date Grantor Recording Book Page
02-07-1917 W.P. Reed, et ux 03-16-1917 77

02-07-1917 W.P. Reed, et ux 03-16-1917 77 117
09-07-1926 Umpqua Mills and Timber 10-28-1926 88 494

Company

11-21-1911 * .-Arthur Walker, st ux - - - 12-05-1911 68 566
09-20-1913 Arthur Walker, at ux 01-12-1914 73 239
01-26-1912 J.D. Tharp, et ux 02-21-1912 70 269
11-04-1914 Southem Pacific Company 11-18-1914 74 300
09-20-1913 A. Walker, et ux 01-12-1914 73 239
03-25-1912 Gardiner Mill Company 04-08-1912 70 392
05-23-1812 P. Dolan, et ux 06-13-1912 70 609
05-21-1913 J.E. Smith, et ux 08-07-1913 72 377
08-19-1913 P. Dolan, et ux 09-10-1913 72 379
09-10-1912 Simpson Lumber Company 11-04-1912 71 331
07-11-1914 Simpson Lumber Company 10-22-1914 74 240
01-10-1912 R.C. McDonald, et vir 03-14-1912 70 322
07-11-1914 R.C. McDonald 08-17-1814 74 95
07-25-1912 A. Anderson, et ux 08-08-1912 71 121
07-13-1914 A. Anderson, et ux 08-17-1914 74 o6
04-26-1817 W.P. Reed, et ux 08-15-1917 77 516

ALSQ, those parcels of land described in an Order of the circut court of the Slate
of Oregon for the county of Dougias, June 28, 1916, Willamette Pacific Railroad
Company, Plaintiff vs. Henry Wade, et al, Defendants, descnbed therein as follows:

" A stnp of land One Hundrad and Fifty (150) feet wide, lying equally seventy-five
(75) feet on each side of the located center line of ghe Willamette Pacific Railroad
Company's Railroad, heretofore duly adopted by the Board of Directors of the said plaintiff
Railroad Company where the same is located over and across the lands of the
defendants, and marked by stakes set in the ground at distances of fifty (50) feet and
less; said strip of land being a portion of the Southwest quarter of the Southwest quarter
of Section eleven aqd the Northwest quarter of the Northwest quarter of Section fourteen,
Township Twenty-One South, Range Twelve West, Willamette Base and Meridian (S.W.
1/4 of S.W. 1/2 of Sec. 11 and NW1/4 of NW1/4 of Sec. 14 T. 21 S.R. 12W. WB. & M)

Douglas County Oregon; said located center fine being particuiarly describad as follows:
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Commencing at a point where the said located canter line intersects the Wast line
of said Seciton Eleven (Sec. 11), sald point being known as Engineer Survey Station *D"
2257 plus 42.0 a point on tapering curve to the right; said point being distant Three
Hundred and ninety ((380).feet, more or less, measured Northerly along said West line
from the Southwest comer of said Section Eleven (Sec.11); running thence from said
point of commencement, Southeasterly along said tapering curve to the right, said curve
having radii of varying and increasing lengths, a distance of Two Hundred and Eighty-
Four and eight-tenths (284.8) fest to a point known as Engineer Survey Station "D" 2260
plus 26.8, end of curve; thence Southeasterly along a line tangent to said last mentioned
tapering curve a distance of Eight Hundred and eighty-nine and seven-tenths (889.7) feet
to a paint known as Engineer Survey Station “D" 2269 plus 16.5, the beginning of a
tapering curve to the left; thence Southeasterly along said tapering curve to the left, said
curve having radii of varying and decreasing lengths, a dista.nce of Three Hundred and
Thirty (330) feet to a point known as Engineer Survey Station "D 2272 plus 48.5, the
beginning of a Three degree (3° 00' ) curve to the left; thence Southeasterly along said
Three degree (3° 00') curve to the left having a radius of OneThousand, Nine Hundred
and nine and nine-tenths (1909.9) feet, a distance of Three Hundred and Twenty-three
and five tenths (323.5) fest to a point known as Engineer Survey Station “D" 2275 plus
70 at the intersection of said located center [ine with the East line of said Northwest
quarter of the Northwest quarter of said Section Fourteen (NW 1/4 of NW 1/4 of Sec. 14),
said point being distant Three Hundred (300) feet, more or less, measured Northerly
along said East line from the Southeast comner of said Northwest quarter of the Northwest
quarier of said Section Fourteen (S.E. comer of NW 1/4 of N/W 1/4 of Sec. 14); the

above descnbed strip of land contains an area of Six and twenty-nine one-hundredths

{6.29) acres, more or less.
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Also a strip of land One Hundred and Fifty (150) feet wide, lying equally seventy-
five (75) feet on each side of the located center line of said Willamette Pacific Railroad
Company's Rallroad, heretofora duly adopted by the Board of Directors of the said plaintiff
Rallroad Company where the same Is.{ocated over.-and across the-lands of the
defendants and marked by stakes set in the ground at distances of Fifty (50) feet and
less, said strip of land being a portion of the Southeast quarter of the Northwest quarter,
the Southwest quarter of the Northeast quarter and the Northwest quarter of the
Southeast quarter of said Section Fourteen (SE1/4 of NW1/4; SW1/4 of NE1/4 and
NWH1/4 of SE1/4 of Sec. 14) of said Township and Range, Douglas County, Oregon; said
located center line being particularly described as follows:

Commencing at a point where the said located center line intersects the North line
of said Southeast quarter of the Northwest quarter of said Section Fourteen (SE1/4 of
NW1/4 of Sec. 14) said point being known as Engineer Survey Station "D" 2285 plus 70,
a point on a taperingcurve to the right, said point being distant Three hundred and sixty
(360) feet, more or less, measured Weslerly along said North fine from the Northeast
comer of said Southeast quarter of the Northwest quarter of said Section Fourteen (NE
cor. of SE1/4 of NW1/4 of Sec. 14) running thence from said point of commencement,
Southeasterly along said tapering curve to the right, said curve having radii of varying and
decreasing lenghts, a distance of Eighty-Two and six-tenths (82.6) feet to a point known
as Engineer Survey Station "D" 2286 plus 52.6, the beglinning of a Five degree
{5* 00' ) curve to the right, thence Southeasterly along said 5* 00' curve to the right,
having a radius of One Thousand, one hundred and forty-six (1146.0) feet, a distance of
Five hundred and seventy and seven-tenths (570.7) feet to a point known as Engineer
Survey Station "D" 2292 plus 23.3, the beéinning or tapering curve to the right, thence

Southeasterly along said tapering curve to the right, said curve having radii of varying and
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increasing lengths, a distance of One Hundred and twenty (120) feet, to a point known
as Engineer Survey Station "D" 2293 plus 43.3, end of curve; thence Southeasterly along
a line tangent to said last mentioned tapering curve 8 distance of One Hundred and
ninety-one and two-tenths (191.2) feet to a point known-as Engineer Survey Station "D"
2295 plus 34.5, the beginning of a tapering curve to the left, thenca Southeasterly along
said tapering curve to the left, said curve having radii of varying and decreasing lengths,
a distance of Ninety (80) feet to a point known as Engineer Survey Station "D" 2296 plus
24.5, the beginning of a Two degree (2* 00') curve to the left, thence Southeasterly along
sald 2° 00' curve to the left having a radius ot Two Thousand, eight hundred and sixty-
four and eight-tenths (2864.8) feet, a distance of Two Hundred and sixty-seven and five-
tenths (267.5) feet to a point known as Engineer Survey Station "D" 2298 plus 92.0, the
beginning of a tapering curve to the left, thence South easterly along said tapering curve
to the left, said curve having radii of varying and increasing lengths, a distance of Ninety
{(90) feet to a point known as Engineer Survey Station "D" 2299 pius 82.0, end of curve,
thence Southeasterly along a line tangent to said last mentioned tapering curve, a
distance of One hundred and fifty-five and five-tenths (155.5) feet to a point known as
Engineer Survey Station "D" 2301 plus 37.5 the beginnihg of a tapenng curve to the right;
thence Southeasterly along said tapenng curve to the right, said curve having radii of
varying and decreasing lengths, a distance of Two hundred and seventy (270) fest to a
point known as Engineer Survey Station "D" 2304 plus 07.5 the beginning of a five
degree (5° 00' ) curve to the right, thence Southeasterly along said §° 00' curve te the
right, having a radius of One Thousand, one hundred and forty-six (1146.0) feet, a
distance of Ninety-four and seven-tenths (94.7) feet to a point known as Engineer Survey
Station "D" 2305 plus 02.2, the beginnir-m of a tapering curve to the right, thence

Southeasterly along the said tapenng curve to the right, said curve having radii of varying
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and Incraasing lengths, a distance of One Hundred and fifty-seven and eight-tenths
(157.8) feet to a point known as Engineer Survey Station "D* 2306 plus 60 at the
intersection of said located canter line with the East line of the said Northwest quarter of
Southeast quarter. of.said Section Fourtean (NW1/4 of SE1/4 of Sec, 14,) said point being
distant One Thousand and secenty (1070) feet, more or less, measured Northerly along
eaid East line from the Southeast comner of the said North-west quarter of Southeast
quarter of said Section Faurteen (SE cor. of NW1/4 of SE1/4 of Sac. 14).

The strip of land just above described contains an area of Seven and two-tenths
(7.2) acres, more or less,

Also a strip of land One Hundred and fifty (150) feet wide, lying equally seventy-
five (75) feet on each side of the located center line of said Willamette Pacific Railroad
Company's railroad, heretofore duly adopted by the Board of Directors of the said plaintiff
Rallroad Company whera the same is located over and across the lands of the
defendants and marked by stakes set In the ground at distances of Fifty (50) feet and
less, sald strip of land being a portion of the Southeast quarter of the Southeast quarter
of said Section Fourteen and the Southwest quarter of Southwest quarter of Section
Thirteen (SE1/4 of SE1/4 of Sec. 14 and SW1/4 of SW1/4 of Sec. 13) of said Township
and Range, Douglas County, Oregon; said located center line being particularly described
as follows:

Commencing at a point where the said located center line intersects the North line
of said Southeast quarter of South-east quarter of said Section Fourteen (SE1/4 of SE1/4
Sec. 14) sald point being known as Engineer Survey Station "D" 2321 plus 20, a point
on a Five degres (5°00' ) curve to the right, said point being distant Nine Hundred and
forty (940) feet, more or less, measured eas-terly along said North line from the Northwest

corner of said Southeast quarter of the Southeast quarter of said Section Fourtaen (N.W.
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cor. of SE1/4 of SE1/4 of Sec. 14); running thence from said point of commencement
Southeasterly along said §* 00' curve to the right having a radius of One Thousand, One
Hundred and forty-six (1146.0) feel, & distance of One Hundred and Seventy and eight.
tenths (170.8) feet, to a point known as Engineer Survey Station "D" 2322 plus 90.8, the
beginning of a tapering curve to the right, thence Southeasterly along said tapering curve
to the right, said curve having radii of varying and increasing lengths, a distance of Two
Hundred and seventy (270) feet to a point known as Engineer Survey Station "D" 2325
plus 60.8, end of curve; thence Southeasterly along a line tangent to said last mentioned
tapering curve a distance of Two Hundred and forty-seven and nine-tenths (247.9) feet
to a point known as Engineer Survey Station "D" 2328 pius 08.7, the beginning of a
tapering curve to the left, thence Southeasterly along said tapering curve to the left, said
curve having radil of varying and decreasing lengths, a distance of Two Hundred and ten
(210) feet to a point known as Engineer Survey Station "D" 2330 plus 18.7, the beginning
of a Two degree (2°00' Jcurve to the left; thence Southeasterly along said 2° 00' curve
to the left, having a radius of Two Thousand, Eight Hundred and Sixty-four and eight
tenths (2864.8) feet, a distance of Three Hundred and thirty-two and five tenths (332.5)
feet .to a point known as Engineer Survey Station "D" 2333 plus 51.2, the beginning of
a tapering curve to the left; thence Southeasterly along sald tapering curve to the left,
said tapering curve having radii of varying and increasing lengths; a distance of Eighty
eight and eight tenths (88.8) feet to a point known as Engineer Survey Station "D" 2334
plus 40 at the intersection of said located center line with the South line of the said
Southwest quarter of Southwest quarter of said Section Thirteen (SW1/4 of SW1/4 of
Sec.13), said point being distant Two hundred and ten (210) feet more or less, measured
Easterly from the Southwest comer of the-said Southwest quarter of the Southwest

quarter of said Section Thirteen (SW cor. of SW1/4 of SW1/4 of Sec. 13).
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The strip of land just above described contains an area of Four and fifty-five one-
hundredths (4.55) acres, more or less.

Also a strip of land one One Hundred and fifty (150) feet wide, lying equally
saventy-five feet (75) faet on each side of the located center line of said Willamette
Pacific Railroad Company's Raitroad, heretofore duly adopted by the Board of Directors
of the said plaintiff Railroad Company, where the same is located over and across the
lands of the defendants and marked by stakes set in the ground at distances of Fifty (50)
feet and less; said strip of land being a portion of Lots Five (5), Four (4) and Three (3)
of Section Twenty-six (Sec. 26) of said Township and Range, Douglas County Oregon;
said located center line being particularly described as follows:

Commencing at a point where the said located center line intersects the East line
of Lot number Five (5) of sald Section Twenty-six (26), sald point being at or near a point
known as Engineer Survey Station "D" 2425 plus 80, a point on a tangent, said point
being distant Four Hundred (400) feet, more or less, measured Southerly along said East
line from the Northeast corner of said Lot Five of said Section Twenty-Six (Lot 5 of Sec.
26, ) running thence from said point of commencement Southwesterly along said tangent
through Lots Five (5), Four (4) and Three (3), a distancd of Two Thousand, Six Hundred
and Seventy (2670) feet, more of less, to a point at or near a point known as Engineer
Survey Station “D" 2452 plus 50, at the intersection of said located center line with the
mean low water line of the Umpqua River.”

ALSO, that parcel of land described in Transfer Certificate of Title, Certificate No.
338, ﬁied in Volume 3, Folium 319, Registrar of Titles, Douglas County, Oregon.

ALSO, a line of railroad, along the original surveyed center line of main track of
Willamette Pacific Railroad Company, cros-sing Fiddie Creek Amrm at the mouth of Lake

Tsiltcoos; Five Mile Arm of Lake Tah Keniteh and Bays and Coves of said Lakes,
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pursuant to an Act of Slate Legislature of State of Oregon referenced by Lords Orsgon
Law of 1891, Paragraph 3938, and Oregon Code of 1830, Section 62-401, and Oregon
Revised Statutes 273.751.

ALSO, a line of railroad, along the original surveyed center line of main track of
Willamette Pacific Railroad Company, crossing the Smith River and the Umpqua River,
pursuant fo an Act of State Legislature of State of Oregon referenced by Lords Oregon
Law of 1891, Paragraph 3938, and Oregon Code of 1930, Section 62-401, and Oregon
Revised Statutes 273.751.

ALSO, a parcel of land described in Transfer Certificate of Title, Cenrtificate No.
1445, dated November 19, 1913, from United States of America to Willamette Pacific
Railroad Company described therein as follows:

"Beginning at a point which is North Eighty one degrees East Five
hundred and twenty eight feet (N 81° E 528 ft) from the meander post
between Sections Twenty six and thirty five, Township Twenty one South,
Range Twelve West, Willamette Base & Meridian (Secs26and25T721 S
R 12 WWB & M) on the east end of Purdy Island, sometimes called
Bolon's Island, running thence along the Southerly property line of the
grantor, Henry Wade, South Fifty-One degrees East Two hundred and thirty
feet (S 51° E 230 ft.) more or less, at one hundred fifty two (152) feet
intersecting the located center line of the Willamette Pacific Railroad
Company's rallroad known as the "D" line as the same is located and
marked on the ground by stakes set therein at intervals of Fifty (50) feet
and less, at or near Engineer Surve;r Station "D" 2454 + 49 of said Jocated
center line, to a point which is seventy five (75) feet distant southeasterly
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measured at right angles to sald center line; thence Northeasterly at a
uniform distance of seventy five (75) feet from said center line, a distance
of Two Hundred twenty five (225) feet, more or less, to a point; thence
North Sixty six degrees West Two hundred forty faet (N 66°* W 240 Ft) more
or less, at seventy eight (78) feet intersect the said center line at or near
Engineer Survey Station "D" 2452 + 35 of said center line; thence South
Thirty seven degrees West one hundred and sixty five feet (S 37° W 165
ft) to the place of beginning, containing an area of One and Five One
hundredths (1.05) acres more or less, lying and being in sections twenty six
and thirty five, Township Twenty one South, Range Twelve Wast, W.M.
(Secs 26 and 35 T 21 S R 12 W.W.M) lying Westerly of a line drawn
Seventy five (75) feet Easterly and at a uniform distance from the located
"D" center line aforementioned as the same is located and marked by
stakes set in the ground at intervals of fifty (50) feet more or less across the

aforermentioned tide lands.”

EXCEPTING therefrom the iand described in the following Instruments (Deeds,

etc.) as follows:

Date of

Date Grantee Recording Book Page
08-03-1977 L.E. Meier, et al 10-13-1977 652 725
06-22-1979 Harry E. Maxwell 08-05-1979 #79-14163

11-30-1918  Arthur Walker 07-19-1919 79 620
12-18-1959 Douglas County 02-03-1960 291 24

ALSO EXCEPTING those parcals of land situated in Lot §, Section 1, Township

20 South, Range 12 West, W.M, described as follows:

Parcal A:

Atlachment 1 *
DGJO40.94/ac Page 31 Puge 10 of 14



b1 534 ri:858

"Beginning at a point in the north line of the parcel of land described in the deed
from J.A. Janelle and Mary B. Janelle to the Willamette Pacific Railroad Company
recorded in Book of Deeds, Volume 73 page 21, Douglas County Records, that bears
South B0® 31’ West 4666.9 feet from the east one quarier comer of said Section 1 and
also distant 50.0 feet easterly measured at right angles from the center line of the
originally located main track of the Southem Pacific Company's Coos Bay Branch; thence
East along the North line of the parcel of land described in said deed 55.86 feet to the
wasterly line of the parcel of land described in that certain indenture dated June 9, 1942,
Southem Pacific Company to the County of Douglas; thence South 0* 39* West along
said westerly line 165.01 feet to the southerly line of the parcel of land described in the
above mentioned deed; thence West along said southerly line 49.65 feet to a point that
is distant easterly 50.0 feet measured at right angles from the sald center line of the
originally located main track; thence North 1° 30’ 30" West 165.06 feet to the paint of
beginning.

"Parcel B:

"Beginning at a point in the north line of the land described in deed dated October
4, 1913 from J.A. Janelle and Mary R. Janells, his wife, to Willamette Pacific Railroad
Company, recorded October 17, 1913 in Book of Deeds, Volume 73, page 21, Douglas
County records, that Is the northwest comer of the 0,15 of an acre parcel of land
described in deed dated June 9, 1942 from Southem Pacific Company to the County of
Douglas, and is distant 770 feet South and 4547 feet West from the east quarter-section
comer of said Section 1; thence East along said north line of said land described in said
deed dated October 4, 1913, a distance of 585 feet, more or less, to the northeast comer
of said land in the east line of said Lot 4, S-edion {: thence Sauth along said east line,

165 feet to the southeast comer of the land described in said deed dated October 4,
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1913:; thence West along the south line of said land described in said deed dated Qclober
4, 1913, a distance of 585 feet, more or less, to the southwest comner of the aforesaid
0.15 of an acre parcel of land described in said deed dated June 9, 1942; thencea North
0* 39’ East along the west line of said 0.15 of an acre parcel of land 165.0 feet to the
point of beginning.”
Parcel

“Beginning at the point of intersection of the westerly line of land {100 feet wide)
described in deed dated April 6, 1912 from Sylvester J. Cox to Willamette Pacific Railroad
Company, recorded April 28, 1912 in Book 70 of Deeds, page 463, Records of Douglas
County, with the southerly line of land described in deed dated October 4, 1913 from J.A.
Janelle, et ux, to Willamette Pacific Railroad Company, recorded October 17, 1913 in
Book 73 of Deeds, page 21, Records of Douglas County, that is distant 50.0 fest
westerly, measured at right angles, from the original located center line of Southem
Pacific Company's main track (Coos Bay Branch), and also distant South 934 feet from
the north line of said Lot 5; thence West along said southeriy line, 110.00 feet to a point
in the government meander line of Lake Siltcoos; thenca along said meander line as
follows: North 10° 00’ 00* Waest, 24.33 feet and North 10° 00’ 00" East, 143.27 feet
to a point in the northerly line of land descnbed in said deed dated Oclober 4, 1913,
thence leavind said meander line, East along last said northerly line, 85.00 fest o a point
in said westerly line of 1and (100 feet wide) described in said deed dated April 6, 1912,
distant 50.0 feet westerly, measured at right angles, from said original located center line;
thence South 1° 30' 30* East, parallel with said original located center line, 165.12 feet
to the point of beginning.”

ALSO EXCEPTING that parcel of Ia-nd described in deed dated December 31,
1913, io Asa Henderson, situated in the South half of the Northeast quarter of Section
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11, Township 22 South, Range 12 Wast, W.M,, described in said deed as follows:

“Beginning at a point in the said South half of the Northeast quarter
(S.1/2 of N.E.1/4) of said Sectlon Eleven (11) that is distant Seventy-five
(75) fest measured Northwesterly at a right angle from a point on the
located center line of the Willamette Pacific Railroad Company's railroad,
known as Engineer Survey Station "N* 2648+70.5, said point being also
known as Engineer Survey Station "A* 2649+70.5; thence in a
Southwesterly direction parallel to and at a uniform distancs of Seventy-five
(75) feet Northwesterly from the located "A" center line of the said
Willamette Pacific Railroad Company's railroad to a point on the South line
of the said South half of Northeast quarter {S.1/2 of N.E. 1/4) of said Section
Eleven (11); thence Westerly along and on said South line to a point that
Is distant Seventy-five (75) feet, measured Northwesterly on a radial line
from the abandoned located "N" center line of the said Willamette Pacific
Rallroad Company's railroad; thence in a Northeasterly direction parailel to
and at a uniform distance of Seventy-five (75) feet Northwesterly from said
abandoned located "N" center line to the point of begi'nning.“

ALSO EXCEPTING those parcels of land described in deed dated February 24,
1914, to Gardiner Mill Company, described thersin as follows:

"FIRST: Beginning at a point In the Northwest quarter of the
Southeast quarter (N.W.,1/4 of S.E.1/4) of Section Eleven (11), Township
Twenty-two (22) South, Range Twelve (12) West, Willamette Meridian that
Is distant Seventy-five (75) feet measured Westerly at a right angle from a
point on the located center line of the Willamette Pactfic Rallircad

Company's railroad known as Engineer Survey Station *A” 2666+45.5, said
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point being also known as Engineer Survey Station "N“ 26867+03.1; thenca

in a Northerly direction paralie! to and at a uniform distance of Seventy-five

(75) feet Westerly from the located “A" center line of said rallroad to a point

on the North line of said Northwest quarter of Southeast quarter (N.W.1/4
of S.E.1/4) of sald Section Eleven (11); thence Waesterly along and on said
North iine to a point that is distant from the abandoned located “N* center
line of said railroad; thence in a Southery direction parallel to and at a
uniform distance of Seventy-five (75) feet Westerly from said abandoned
located "N center line to the point of beginning.

SECOND: Beginning at a point in the West haif of the Northeast
quarter (W.1/2 of N.E.1/4) of Section Fourteen (14), Township Twenty-two
{22) South, Range Twelve (12) West, Willametie Meridian that is distant
Seventy-five (75) feet measured Easterly at a right angle from a point on
the located center line of the Willamette Paciftc Rallroad Company's railroad
known as Engineer Survey Station "N" 2697+65.8, sald last mentioned point
being aiso known as Engineer Survey Station "B™2698+08.3; thence in a

Southerly direction parallel to and at a uniform distance of Seventy-five (75)

fest Easterly from the located "B" center line of said raliroad to a point on
TR\
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Oregon International Port of Coos Bay — Feeder Line
Application — Coos Bay Line of the Central Oregon &
Pacific Railroad, Inc.

Finance Docket No. 35160

s’ “oma g’

VERIFIED STATEMENT OF CHARLES W. REX Il

My name 1s Charles W. “Sandy™ Rex III. [ am co-owner of RMI Midwest (“RM1"), a
firm specializing in real estate appraisal. My business address 1s 1200 Central Avenuc,

Suite 330, Wilmette, lllinois 60091. My background and qualifications, which include more
than thirty-four years of experience in real estate appraising, specializing in the valuation and
analysis of railroad corridors and other rail properties, are sct forth in Attachment 2. Over the
last 15 years, | have conducted approximately 100 significant rail property valuation projects and
appraisals for transportation companies. See Attachment 2 {qualifications and experience).

[ am a licensed real estatc appraiser in several states and have been qualified as an expert
witness in state and federal courts in California, Florida, and Illinois. See Attachment 2. I
obtained a temporary State Certified General Appraiser license from the State of Oregon
(No. TNR1662) for the purpose of appraising Central Oregon & Pacific Railroad Company’s
(“CORP’s™) Coos Bay Subdivision. See Attachment 3.

1 previously submitted a Verificd Statement, and an appraisal of the land constituting the
right-of-way of that portion of thc Coos Bay Subdivision that CORP seeks authority to abandon,
on July 14, 2008 in Docket No. AB-515 (Sub-No. 2), Central Oregon & Pacific R., Inc. —
Abandonment and Discontinuance of Service — in Coos, Douglas and Lane Counties, OR, 1 also
sponsored an appraisal of the land on a rail corridor that CSX Transportation, Inc. proposed to

abandon in Docket No. AB-55 (Sub-No. 643), CSX Transportation, Inc. — Abandonment
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Rex Venfied Statement



PUBLIC VERSION

Exemption — In LaPorte, Porter and Stark Counties, IN (March 31, 2004). In that proceeding,
the Board adoptcd the evidence and valuation that I presented on behalf of CSXT. See STB Dkt.
No. AB-55 (Sub-No 643), CSX Transportation, Inc. - Abandonment Exemption — In LaPorte,
Porter and Stark Counties, IN, Decision at 5-6 (April 30, 2004).

The purpose of this Verified Statement is twofold. Part I of my testimony presents my
appraisal of the Net Liquidation Value (*NLV™) of the land constituting the night-of-way of the
rail line that is the subject of the Feeder Line Application submitted by the Oregon International
Port of Coos Bay (the “Port™) in this proceeding (the “Feeder Line Segment”). The Feeder Line
Segment consists of (1) the same CORP line betwecn MP 763.13 near Cordes, OR and MP 669.0
near Vaughn, OR that 1s the subject of CORP’s abandonment application in Docket No. AB-515
(Sub-No. 2) (the *Abandonment Segment”), and (2) CORP's line between MP 669.0 near
Vaughn and MP 652.114 near Dancbo, OR, which the Port also proposes to acquire pursuant to
its Feeder Line Application in this procceding (the “Vaughn- Dancbo Segment”). As Part |
demonstrates, the NLV for the land underlying the Feeder Line Segment 1s [ I,
consisting of | ] for the land underlying the Abandonment Segment and [ ]
for the land underlying the Vaughn-Danebo Segment A report describing 1n detail the
methodology, comparable sales information and calculations upon which my NLV appraisal is
based is set forth in Attachment 1.

In Part I of this Verified Statement, | comment on the appraisal of the land underlying
the Feeder Line Segment submitted by Port witness DcVoe. See Feeder Line Application,

Vol. II and III (the “DeVoe Appraisal™). As my tcstimony shows, the DeVoe Appraisal is based
upon faulty methodologies, a vanety of theores (apparcntly invented by witness DeVoe) that are

contrary to accepted principles of land appraisal, and assumptions that are inconsistent with the
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limited comparable sales information upon which witness DcVoe purports to rely. Moreover,
witness DeVoe’s judgments regarding the valuc of certain categories of land — including his
overall conclusion that more than 80% of the land underlying the Feeder Line Segment is
essentially worthless -- arc simply not credible.

L NET LIQUIDATION VALUE OF THE FEEDER LINE SEGMENT.

At CORP’s request, | conducted a comprchensive appraisal of the land constituting the
right-of-way of the Feeder Linc Scgment, and developed an estimate of the NLV of that land.
My appraisal was conducted using standard, well-established appraisal methodologies and in
accordance with applicable professional standards and practices. See Attachment 1 at 3. The
methodology that I used, which 1s discussed in detail in Attachment 1 (at 6-7, 28-32, 39-41), can
be summarized as follows:

First, bascd upon a title analysis of cach individual parcel comprising the right-of-way
provided by CORP witness Chapman (an experienced Orcgon real estate attorney), I cxcluded
from my analysis (and assigned “zero” value to) any parcels that CORP does not own in fee
simple. The title analysis conducted by witness Chapman is set forth 1n her Verificd Statement.

Second, I developed the “Gross Liquidation Value” for the land that CORP docs own in

fee by applying the Across-The-Fence (“ATF”) methodology. Specifically, I inspected the
Abandonment Segment by helicopter and car on May 12-15, 2008. I conducted a supplemental
inspection of the Vaughn-Danebo Scgment from the ground on July 26, 2008. Based upon my
observations during those inspections, as well as my analysis of ortho-rectified aerial
photography and various government land use and zomng overlay GIS files, | determined the
ATEF land uses for the subject parcels. Changes in land use were plotted in ArcGIS using GPS
data acquired during the inspection. ArcGIS was uscd to calculate the areas of the corridor from

georeferenced railroad valuation maps. ATF land use lines were then plotted 1in ArcGIS where
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the scgment areas were calculated. In total, the right-of-way land on the Feeder Line Segment
that CORP owns 1n fee consists of 1,754+ acrcs, including 1,466+ acres on the Abandonment
Segment and 288+ acres on the Vaughn-Dancbo Scgment.

Third, I conducted a search for sales comparable to the subject parcels, based upon ATF
land uses, in Lane, Douglas and Coos Counties. Each comparable sale was plotted in ArcGIS,
and all accessible sales were inspected between May 12-19, 2008 (for the Abandonment
Segment) and on August 4, 2008 (for the Vaughn-Danebo Segment).

Fourth, based upon the identified comparable sales and listings, I estimated the ATF
valuc for each parcel on the Feeder Line Segment for which CORP holds fee title. The specific
ATF land use and estimated ATF value assigned to cach parcel constituting the Feeder Line
Segment right-of-way are set forth in Figure 25 of my Report. See Attachment 1 at 34-38. As

Figure 25 shows, the total Gross Liquidation Value of the land compnsing the Feeder Line

Segment that CORP owns in fee is [ ], consisting of a Gross Liquidation Value of
${ ] for land on the Abandonment Scgment and $[ ] for land on the Vaughn-
Dancbo Scgment.'

Finally, | determined the estimated NLV of the land comprising the Feeder Line
Segment. I calculated the NLV by discounting the Gross Liquidation Value to take into account
the time requircd to sell the individual parcels, holding costs, the cost of salcs and the yicld rate
required by a potential purchaser. Estimated ad valorem taxes were accounted for by adding the

weighted average effective tax rate to the discount rate. It was assumed that the land would be

! My cstimate of the Gross Liquidation Value for the Abandonment Scgment is shghtly higher
than set forth in the appraisal that I previously submitted with CORP’s abandonment application
due to the misclassification of Parcel 11 on Valuation Map V-2/6 as less-than-fee when the title
held is fee. In addition, the Net Liquidation Valuc sct forth in the previous appraisal 1s less due to
certain adjustments made in estimating the valuc of the reserved timber rights in Lane and Coos
Countics.
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sold by CORP to a single purchaser, who would then disassemble the property for sale of
individual parcels. I assumed that the sellout period for individual parcels would be ten (10)
years. Typically, the expectation is that the sales would be distributed evenly over the sellout
period. However, 1n order to account for the current downturn in the real estate market
(especially the residential segment), [ further assumed that the first year sales volume would be
only 50%, and the second year sales volume would be only 75%, of a typical ycar’s sales
volume. Because of this anticipated slow start to the sellout process, I extended the sellout
period by one year, to eleven (11) years. In addition, because it 1s possible (if not likely) that not
all of the parcels would be sold within the estimated sellout period, 1 adjusted the NLV to reflect
my cstimatc that 75% of the residential and rural residential parcels, 90% of the commercial
parcels, 25% of the industrial parcels, and 90% of the acreage parcels would sell within the 11-
year sellout period. [ estimated the cost of sale to be approximately 6%, based upon typical real
estate commissions 1n the area where the subject property 1s located and estimated closing costs
cqual to approximately 1% of gross land valuc. This estimate also takes into considcration that
the typical buyer would contact most of the adjacent property owners, thus foregoing the
payment of real estate commissions in many instances. I further estimated a risk rate of 18% for
the subject property, based upon discussions with area experts knowledgeable about residential
development and required rates of return for projects similar to the sale of the disassembled rail
corridor. To aid in these estimates, I held conversations with Craig E. Zell, MAI, SRA of
Beaverton, Orcgon and Roxanne R. Gillespic, MALI of Eugene, Oregon. See Attachment 1 at 39.
Based upon the foregoing methodology (as explained in greater detail in Attachment 1), I

estimate the NLV of the land compnsing the Feeder Line Segment to be [ ], consisting
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of aNLV of [ ] for land on the Abandonment Segment and [ ] for land on
the Vaughn-Danebo Segment. See Attachment 1.

II. THE DEVOE APPRAISAL IS FATALLY FLAWED
A, Witness DeVoe’s Methodology Is Faulty And Inconsistent.

Witness DcVoc’s appraisal of the land underlying the Feeder Line Segment suffers from
numerous methodological flaws and inconsistencies that render his conclusions unreliable.
Indeed, while the Port represents that “[flor each Valuation Unit, Mr. DeVoe developed a unit
price by using an across-the-fence valuation methodology” (Feeder Line Application, Vol. IT at
20), 1n fact, witness DeVoe did no such thing. Instead, in estimating the value of both residential
and timbered property along the CORP right-of-way, witness DeVoe discarded the ATF
methodology altogether in favor of unique “theories” and methodologies that are apparently of
his own invention. As this part of my Verified Statement shows, the result is an appraisal that is
not consistent with accepted principles of land appraisal, and which is contradicted by the very
comparable land sales upon which witness DeVoe purports to rely.

1. DeVoe Did Not Consider The Status of CORP’s Title.

The DeVoe Appraisal is fundamentally flawed because it fails even to consider the title
status of the subject land. Witness DeVoe states that he was not provided with a titlc report, and
therefore “assumcd that [CORP] owns the unencumbered fee-simple title to the subject [land].”
DeVoe Appraisal at 5. However, the valuation maps included in witness DeVoe’s workpapers
contained information regarding CORP’s titlc to the parcels depicted on those maps.

It is my understanding that status of title is a critical element of the Board’s consideration
of NLV of railroad land. In my appraisal, ATF valuc cstimates were developed only for those

parcels for which CORP clearly holds fee title. The title was mapped using the title analysis
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presented by witness Chapman, togcther with the “Schedule of Property” on each railroad
Valuation Map (Val Map).

Witness DeVoe's failure to consider the 1ssue of title led him to assign valucs to
significantly more land than CORP owns in fee. Spccifically, witness DeVoe conducted his
appraisal as if the CORP owned 1n fee 1,850 acres, approximately 100 acrcs more than 1t actually
docs. For example, witness DeVoe included 6.32 acres in his Valuation Section 60 and 12.83
acres in his Valuation Scction 74 that CORP does not own in fee. While Mr. DcVoc might
attempt to dismiss this error on the grounds that it “favors” CORP, 1t is nevertheless indicative of
the incomplete nature of the DeVoe Appraisal gencrally. Witness DeVoe’s failure to examine
title records also required him to make speculative assumptions regarding the boundanes of the
subject parcels. See DeVoe Appraisal at 5-7, 9. Indeed, witness DeVoc states that “in many
cases the exact amount of remaining subjcct arca is unclear from the data [ found to be readily
available.” DeVoe Appraisal at 9. Yet, Mr. DcVoc had in lus possession copies of the Valuation
Maps that depict the subjcct property boundaries. DeVoe would not have had such problems 1f
he had inspected the title documents, as I did 1n preparing my appraisal.

2. Witness DeVoe Did Not Identify ANY Comparable Sales for
Many Communities.

Witness DeVoe’s appraisal 1s based on a very thin set of comparablc sales data. For
example, he purported to estimate the valuc of residential land in most of the communities along
the Feeder Line Segment without identifying any comparable land sales to support his estimatcs.
The only comparable sales of residential land offered by witness DeVoe in support of his
appraisal of residential land across the entire 111-mile Feeder Line Segment are two
(supposedly) comparable sales 1n Swisshomc, a small town of 320 people in Lane County, and

two (supposedly) comparable sales in Deadwood, a small community that is not even located
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along CORP’s rail line. DeVoe Appraisal at 147. Witness DeVoe chosc not to identify any
comparable sales of residential property for Coos or Douglas Counties, or for larger towns such
as Veneta, Mapleton, Florence, Reedsport, and Lakeside. His repeated assertion that “no
[comparable] salcs in the area were found to provide a basis for matched pair analysis™ (see, e.g..
DcVoc Appraisal at 166, 169, 173-174) is highly dubious. As Attachment | indicates, I was able
to identify comparablc sales of residential property in virtually all of the communitics along the
Feeder Line Segment, and my appraisal is based on analysis of ATF values specific to each
commumty. Witness DeVoe's attempt to characterize this fundamental shortcoming in his
analysis as “of littlc consequence because although the location 1s different the market
characteristics are essentially the samc” (DcVoe Appraisal at 169) is nonsensical. As any
layman knows, the three most important characteristics in real estatc valuation are “location,
location, and location.” As my appraisal shows, there arc very significant differences in the per-
acre value of residential land among the communities along the Feeder Line Scgment. See
Attachment 1 at 9-11, 13-14, 17-20, 24-27 The community (Swisshome) selected by witncss
DeVoe as the basis for estimating the value of all residential land along the line has the lowest
per-acre residential property value of any community along the Feeder Line Segment. Witness
DeVoe's failurc to takc account of comparable sales of residential land specific to cach
community renders his appraisal unreliable.
3. Witness DeVoe Did Not Inspect Many of His Comparable Sales.

Another major shortcoming of the DeVoc Appraisal is witness DeVoe’s failure to
actually inspect properties that he offers as “comparable sales.” Witness DeVoe claims that “[i]n
general, the rurally located comparablc sales were not viewed 1n person due to lack of
accessibility.” DeVoe Appraisal at 4. He attempts to cxcuse this failure on the grounds that

“often little meaningful information can be gleancd from roadside inspection due to tree cover
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and topographic constraints.” Id. This excuse makes no sense; some of the most important
information to be gleaned from a physical inspection of comparable sales 1s whether there are
topographic constraints and what the tree cover is like. A physical inspection of comparable
sales 1s also necessary to find out whether there are improvements on the property and to
determine if the neighborhoods in which the subject property and the comparable sale are locatcd
have similar characteristics.

In contrast to witness DeVoe's failure to study his comparable salcs, cither [ or my
associate, Camcron Rex, physically inspected virtually every comparable sale that was accessible
that I relied upon 1n conducting my appraisal. We took pictures and made notes regarding the
physical inspection of those properties (which appcar in my workpapers). Witness DeVoe
proffers no such supporting information for sales he judges to be “comparable.”

4, Witncss DeVoe Fails to Apply Consistent Valuation Methodology.

In the valuation of corridors, the ATF valuc is a major component of the valuation
process, whether the highest and best use of the corridor is as a corridor or for disassemblage as
in the cstimate of net liquidation value. In general, the ATF valuc rcflects the particular location
and market conditions of the subject property. In net liquidation valuation, the ATF value
provides a reliable indicator of the gross pricc that a particular parcel would be expected to sell
for to an adjacent property owner or other entity.

ATF value is based on the land uses of the adjacent properties and their highest and best
usc. The ATF value of a single valuation segment 1s estimatcd by valuing the properties adjacent
to this portion of the corridor. Such value is based on sales that are comparablc as to highest and
best use, size, location, and market conditions. Adjustments are not normally madc for utility

considerations. In cases where the adjoining land use is institutional or government use such as a
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park site, school, or state forest, the ATF valuation is based on the highest and best use of that
land.

Witness DeVoe professes to agree with my view that “the best starting point for
cstimating the subject’s base value is the across-the-fence (ATF) value.” DeVoe Appraisal at 70;
see Attachment 1 at 2. However, while witness DeVoe makes frequent references to “ATF
value” throughout his appraisal, he docs not, in fact, apply an ATF methodology in estimating
the gross liquidation value of most of the land underlying the Feeder Line Segment. He attempts
to justify his frequent departures from ATF valuc on the grounds that (according to him) “the
encumbered subjcct can generally be considered to contribute potential valuc at a lesser rate than
ATF values.” DeVoe Appraisal at 70.

For cxample, 1n appraising residential property, witness DeVoc discards ATF analysis in
favor of his so-called “base homesite theory,” which is premised on the notion that a purchaser
of residential land will be willing to pay only a mimmal amount for any acrcage 1n excess of the
minimum acreage required by law for a homesite. According to witness DeVoe, any acrcage in
excess of the required minimum “represents only agricultural and/or open space utility to the
abutters and therefore direct application of ATF values are [sic] not always appropriate.” DeVoe
Appraisal 71. In applying this “theory,” witness DeVoe ignored market cvidence provided by
the (few) comparable sales of residential propertics 1dentified in tus report.

Likewise, in Valuation Unit 3 (“Forest Nominal™), witness DeVoe pays brief lip scrvice
to the ATF valucs indicated by the comparable sales data, saying that “[a]lthough the market data
presented here has little direct relevance to this Valuation Unit, it was judged worthwhile to
include here to exemplify the range of ATF values to help put the nominal value [of $0]

conclusion in perspective.” DeVoe Appraisal at 109 (emphasis added). He then makes reference
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to a small number of supposed comparable land sales in cstimating the valuc of land in his
Valuation Units 3 and 4 (“Forest Nominal” and “Forest Desirable™ property). However, witness
DeVoe did not apply even the lower ATF valucs indicated by his comparable sales of cut-over
land. Rather, he substituted for those ATF values his own opinion that none of the more than
1,000 acres of forested land in Valuation Unit 3 has any value whatsoever, because no abutting
land owner would be interested in acquiring CORP’s forested land. Thus, the “mcthodology”
upon which witness DeVoc’s appraisal of forested land is based is his (unsupported) opinion, not
an ATF value-based analysis.

It is not a propcr application of the ATF appraisal methodology to ignore altogether the
valucs indicated by comparable salcs data. Indecd, it is ccrtainly not appropriate for an appraiser
to substitute for comparable sales data the arbitrary assumption that all of the land in an entire
valuation segment has “zero” value simply because the appraiser feels (without factual support)
that no adjacent property owner would purchase the land. Adjacent property owners purchase
sections of former corridors for a multitude of reasons, including:

¢ Providing additional access to portions of their property

e Sccuring control of the additional property in order to prevent undesirable use or
development by another party

e Added security from trespassers and adverse uses of the property
e Addcd legal and physical buffer
e Control of additional fire protection
e Aesthetic reasons
e Sometimes the property offers a developable or buildable site
One cannot reasonably make an across-the-board assumption (as witness DeVoe did) that
a given owncr type or owner of a given usc will have no interest in acquiring adjoining land that
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was part of a former corridor. Market experience throughout the country conclusively shows that
this is not true.

Moreover, while adjustments to ATF values arc sometimes appropriate to account for
unique characteristics of the subject property, such adjustments must be market supported. For
instance, certain restrictions that pertained to the former rail use may not have an impact on the
use of the property by an adjoining or new property owner. Sale of properties subject to similar
restrictions provide the best evidence as to whether (and to what extent) the market discounts a
property on account of such restrictions.

Witness DeVoe does not present any market cvidence to support these departures from
ATF valuation — instead, he simply ignored what ATF valucs told him. In doing so, witness
DeVoc not only violated accepted principles of land appraisal, he also ignored the expericnce of
George Ross, an expert in rail corridor disposition upon which DeVoe purported to rely for
insights regarding the railroad land market. DeVoe Appraisal at 72. (Witness DeVoe’s need to
resort to advice from Mr. Ross reflects DeVoe’s own lack of cxpericnce in appraising rail
corridors.) As witness DcVoc’s workpapers indicate, Mr. Ross advised that 1t is his company’s
“policy [] to accept no less than ATF valucs.™ Sec Attachment 5.

While witness DeVoe did purport to apply the ATF methodology in estimating the valuc
of industrial land along the Feeder Line Segment, he once again ignored the market cvidence by
applying an across-thc-board discount of 50% from ATF value on account of certain rights
reserved by Southern Pacific Transportation Company (“SPT") 1n the deeds conveying title to
the CORP right-of-way. As discussed below, this adjustment to ATF valuc 1s not supported by
Oregon law or by market evidence of the prices at which similarly-encumbered properties have

actually sold.
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In short, thc DeVoe Appraisal 1s not based upon an ATF methodology — or, for that
matter, any other market-based methodology consistently applicd. Instcad, witness DeVoe
substituted his own subjective judgments about the value of the subject land, and invented
previously unknown “theorics” and “methodologics” to explain those judgments. Witness
DeVoe’s failure to adopt and apply any cohcrent methodology in conducting his appraisal should
lead the Board to rcject it outright.

B. Witness DeVoe’s “Base Homesite Theory” Is Conceptually Invalid and
Based Upon A Faulty Methodology.

1. DeVoe’s “Basc Homesite Theory” Is Not A Valid
Appraisal Technique.

Witness DeVoe bases his appraisal of all of the residential property along the Feeder Line
Scgment upon what he describes as the “base homesite theory.” See DeVoe Appraisal at 71.

This theory posits that “[t]he land element typically sells on a price per lot basis, with the
overwhelming majority of valuc being associated with [sic] base homesite component.” DeVoe
Appraisal at 71. Thus, according to witness DeVoe, if the price of a 10,000 s.f. residential lot is
$50,000 (or $5,000 s.f.), the “basc homesite theory™ holds that an adjoining residential lot of
11,000 s.f. will sell for approximately the same amount, rather than for $55,000 (or $5,000 s.f.)
Id.

In my 34 years of appraising land, tcaching appraisal courses and researching the
appraisal literature, [ have never heard of the “base homesite theory.” It 1s simply not an
accepted basis for land valuation. Rather the “base homesite theory™ (and the accompanying
“base homesite methodology” applied by witness DeVoc (see DcVoe Appraisal at 157) appear to
be creations of his own making.

On 1ts facc, the “base homesite theory" defies both logic and market reality. The notion
that a larger rcsidential lot will not be more desirable to a potential purchaser than a smaller lot
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dcfies market experience. In most subdivisions, 1f two side by side lots are offered for salc, and

the only difference is that one lot is 10,000 s.f. and the other 11,000 s.f., the price of the 11,000

s.f. lot will be higher. The market, and most of us, would prefer the larger lot, and would be

willing to pay an additional amount for the extra acreage. To say, as witness DeVoce docs, that

“any additional area [beyond the minimum required by law for a homcsite] usually contributes

usc/value morc oriented towards agricultural and/or open space™ is contrary to the principles of

highest and best use. See DeVoe Appraisal at 71. A larger homesite may allow one to build a

larger house; provide more flexibility with regard to the location of the house on the lot; provide

more play area for one’s children, more gardcn area, and/or more privacy from neighboring

properties. The list of possiblc residential uses is even longer when you are considering land like

the subject, where larger parcels may be available.

[t takes no morc than a glance at the comparable sales for rural residential propertics in

Coos County to see that witness DcVoc’s base homesite theory has no validity. The list of

comparables for rural residential property in Coos County (Land Use 27) that | identified in my

appraisal is set forth in Table 1 below.

Table 1: Coos County Rural Residential Sales (Land use 27)

Rex Venfied Statement

Sale Seller Buyer Count Saledate Saleprice Size Price/acre
y (acre)

2005- PYLE, SHARON NEIFERT, JAMESA. & COOS 712772005

11340 M , TRUSTEE LINDA K. 0.53
2006- OREGON RURAL SLAVEN, BERNADINE COo0s 10/13/2006

13945 PROPERTIES, INC. M. 2.07
2006- OREGON RURAL CLINTON, JERRY A. & COOS 10/13/2006

15344 PROPERTIES, INC. CHERIR 2,04
2006- OREGON RURAL SLAVEN, BERNADENE  €OOS 10/13/2006

15426 PROPERTIES, INC. M. 2.52
2006~ PECK, HAROLD D.  JOHNSON, KERRY & €00s 2/24/2006

2557 & CHARLOTTEM. TERESA 1.04
2006~ SKEELS, FRED V. WALTERS, JEFFERY & COOS 2/28/2006

2881 SHAWNA 2.04
2006- HANSON, JOHN KIRKPATRICK, DANNY  CO0S 5/22/2006

6858 M. & JANENE S. J., ETAL 2.49
2007- BERKLUND, GLEN  SESAR, STAN & Co0s 773172007

10480 E. & MARY E. BETTY, TRUSTEES 2.01
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These sales show that, contrary to witness DeVoe’s “base homesite theory,” purchasers
paid approximately twice as much for two-acre lots than they did for a one-acre lot, and more
than double for a onc-acre lot as for a lot of 0.53 acres. Indeed, the comparable sale information
set forth in Table 1 demonstrates that the value of “‘excess” residential acreage in Coos County is
anything but de minimis (as witness DeVoe’s analysis assumes).

Likewise, comparable sales in Veneta show that DcVoce’s basc homesite theory has no
validity. In Table 2, below, I list four comparablc salcs for single-family residential property in
Veneta, OR, which is in Lane County, where Swisshome 1s also located. Two of these
comparable sales involved the very same buyer, who purchased two diffcrent size parcels less
than 3 months apart.

As Table 2 shows, this purchaser valued a 1-acre lot at very close to the same price per

acre as it did the smaller “basc homesite” of .14 acres

Table 2: Veneta Single-Family Residential Sales (Land use 36)

Sale Seller ~ Buyer Count  Sale date  Sale price  Size Price/acre
L Y _ (acre)

2007- ROSS BREEDEN BROS INC. LANE 1/2472007 0.14
005592 INVESTMENTS

INC.
2007- ROSS BREEDEN BROS INC. LANE 4/4/2007 100
023358  INVESTMENTS

INC.
2007- LAWLER, DAVID ANDERSQON, STEVE LANE 6/6/2007 0.16
03882 R.
2007- CITY OF VENETA GORILLA CAPITAL INC  LANE 71212007 11t
04569

Any theory of market bchavior must be proven in the market itself. If the “base homesite
theory” were valid, then once the minimum size for a residential property were met, an increase
in size would reflect dramatically lower values per acre A review of the residential comparable
sale spreadsheets in my appraisal including: Figurc 2, page 9; Figures 4 and 5, page 13; Figure 7,
page 14; Figure 12 and 13, page 20; Figure 19, page 24; Figure 21, pagc 25; and Figure 23,

page 26, all in Attachment 1, consistently show that within each market arca the “base homesite
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theory” is not supported by the comparable sale data. While the price per acre does vary as
evident by the numerous sales, there is no evidence of a substantial decrease in unit value as the
sizc increases.

Indeed, witness DeVoe’s “base homesite theory” 1s fatally undermined by the very sales
information that he uses to illustrate it In his discussion of Valuation Unit 7 (Rural Residential
in Lane County), witness DcVoc subtracts the $65,000 price of a 0.23 acre property in
Swisshome, OR that he characterizes as a “base homesite™ from the $100,000 paid for a 7-acre
residential tract in the same community. From this calculation, he estimates that the value of the
“excess” acrcage in the larger parcel is approximately $5,000 ($35,000/ 7 acres = $5,000/acrc).
Howecver, as the plat for witness DcVoe's purported “base homesite™ shows, that transaction
involved the sale of two sidc-by-sidc residential lots by the same purchascr. See DeVoc
Appraisal at 150. If witness DeVoe's “‘base homesite theory” were correct, the buyer would not
have agreed to pay ncarly $65,000 to acquire twice as much land as the law required to build a
home 1n that part of Swisshome.

2. Witness DeVoe’s Base Homesite Methodology Is Unsound.

Even if the “base homesite theory” had any conceptual validity — and it docs not —
witnecss DeVoe’s methodology for applying the theory is nothing more than an apparent artifice
to devalue all of the residential land along the Feeder Line Segment. Witness DeVoce applies his

“base homesite theory” in the following manner:

e DeVoe identified two land sales 1n each of Swisshome and Deadwood, OR, which
he charactenzes (without any analysis) as “matched pairs™:

» the first “matched pair” is a 0.23 acre property, consisting of two adjoining
lots (one with a small home) in the main residential section of Swisshome
located next to the CORP rail line (RR-1) and a 7-acre parcel in another
part of Swisshome further away from the line (RR-2); and
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» the second “matched pair” is a lot of 0.75 acres in the main residential
area of Deadwood (RR-3) and an 8.11 acre plot located between
Deadwood and Greenleaf OR (RR-4). Neithcr Deadwood nor Greenleaf1s
located along the CORP right-of-way.

For each “matched pair,” witness DeVoe subtracted the price of the smaller
property from the price of the larger property. For example, in Swisshome, he
subtracted the price of the 0.23-acre lot ($65,000) from the price at which the 7-
acre lot sold ($100,00) He then divided the price difference ($35,000) by the
number of acres in the larger parcel (7) to determine a price of $5,000 per acre for
the (supposcdly) “excess” property contained in the larger parcel.

Based upon this subtraction methodology, witness DeVoe determined that the
average difference for both matched pairs was approximatcly $7,500 per acre.,
Without any explanation, witness DeVoe asserts that his calculations “providef]
good support for the value that the rural residential market places on area in
excess of the base homesite arca.” DeVoc Appraisal at 157.

DeVoe then discounted the $7,500/acre value that he derived for “excess™ acreage
by 50%, to $3,750 per acre, because (according to him), “the subject is so heavily
cncumbered by the SPTC easements/reservations.” /d. (In part E below, 1
demonstrate why this discount is not supported by market evidence.)

Fnally, without cven considering the per-acre value of a “base homesite™ or
larger residential parcels in any other community, witness DeVoc applicd the
price for “‘excess™ acreage that he calculated for Swisshome (33,750 per acre) to
all residential property along the entire 111-mile Coos Bay Subdivision.

There are numerous problems with this “base homesite methodology™:

First, matched-pair analysis as 1t 13 done here is not a statistically valid concept. Witness

DeVoe's matched-pair analysis attempts to usc two data points to solve for an unknown value

and apply the result of thosc two data points for all properties along the line. Matched-pair

analysis is taught in basic appraisal courses. Matched-pair analysis, or paircd data analysts,

requires taking “sales or rental data on nearly identical properties.” Appraisal Institute, The

Appraisal of Real Estate 439 (12th ed. 2001). The purpose of a matched pair analysis is to

“isolatc a single characteristic’s effect on value or rent.” /d. Virtually all cxperienced appraisers

agree that matched-pair analysis is not very uscful in practice because 1t 1s almost impossible to

find suitable matched pairs with identical or very similar characteristics.
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Second, the properties that witness DeVoe characterizes as “matched pairs™ in applying
his price subtraction methodology are not “matched” in any meaningful sense. For example,
RR-1 1n Swisshome consists of two side-by side 1/10 acrc lots located along the main highway 1n
the historical developed section of Swisshome. DcVoe Appraisal at 150. By contrast, the other
half of this “matched pair” (RR-2) 1s a 7-acre plot outside of the main arca of Swisshome and
located further from the road. DeVoe Appraisal at 151-52. Witness DeVoe does not offer any
evidence regarding the topography or other characteristics of the two properties that might
support a conclusion that they are in any sense a legitimate “matched pair.” Importantly, these
two scts of data draw from different markets and market areas. The buyers of the Swisshome lots
are not likely the buyers from Greenleaf or Deadwood properties.

Third, witness DeVoe offers no evidence whatsoever that the purchasers of the larger lots
in his matched pair analysis considered the value of a “base homesite” scparately from the valuc
of the land, or that their intention was to pay a substantial price for a “base homesite™ and a
minimal amount for the additional acrcage conveyed to them. For example, in witness DeVoe’s
matched pair in Swisshome, there is no support for his assertion that either the market or the
purchaser of the 7- acre site (RR-2) assumed — as witness DeVoe docs — that $65,000 of the
purchase price represented the value of a homesite and $35,000 the value of “excess” land “more
onented towards agricultural and/or open space.” DeVoe Appraisal at 71. Indeed, the 7- acre lot
is zoned for two-acre home sites, not 0.25-acres (as witness DcVoc’s calculations assume),
theoretically allowing for subdivision of that parccl. Nor was there any indication that the
market or the purchaser of the larger parcel in Deadwood (RR-4) assigned a value to the
homesite separately from the land. Indecd, if onc compares the larger lots in the two matched

pairs, one can see that the purchaser who paid $135,000 for 8.11 acres in Decadwood paid a little
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more than $35,000 for one more acre than the purchaser of the 7.05 acre parcel in Swisshome,
who paid $100,000 for his lot. DeVoe Appraisal at 147. Nor can this disparity be explained by a
more valuable homesite in Deadwood, since the purchaser of the smaller 0.75 acre lot 1n
Dcadwood (RR-3) paid $75,000, less on a per-acre basis than the purchaser of the smaller

doublc-lot 1n Swisshome paid for 0 23 acres (RR-1). DeVoe Appraisal at 147.

Table 3: Examples of Matched Pairs in Lane and Coos Counties

Size
Sale Seller Buyer County  Sale date Sale price  (acre)  Pricefacre
2005- INGALLS RANDALL J
066439 & JANICEM EISLER DAVID LANE 8/24/2005 9.86
2005- LOVELL EDWIN A
071466  CUMMINS VICTORIA & DIANA K LANE 9/9/2005 9.85
2005- WINTERS, ALLEN L.
10049 & PATRICIA R. TRAIL, DANIELE. COOS 71772005 0.33

REEDSPORT

2005- ASPHALT PAVING, SURBER, JAMES
17448 INC. L. & JANET L. €005 11/15/2005 0.77

Table 3 shows what matched pairs of comparable land sales in Lane and Coos Counties
might look like. However, cven the apparent similanty of the pairs of land sales depicted in
Table 3 would not support a conclusion that they were “matched pairs™ absent further inquiry to
determine other similarities (or differences) between them

Fourth, witness DeVoe's assertion that these four dissimilar propertics in Swisshome and
Deadwood were the only “matched pairs” of comparablc sales that he could 1dentify anywhere
along the right-of-way of the Feeder Line Segment (DeVoe Appraisal at 166, 169, 173-74) is not
credible Indeed, I found another comparable sale involving the purchase of 6.78 acrcs in
Swisshome for $100,000 in September 2007 (the same month in which the larger comparable
sale presented by DeVoe 1n Swisshome took place). This transaction would be much more
appropniate for consideration as a “matched pair™ with the 7-acre sale relied upon by witness

DeVoe. Witness DeVoe’s 7-acre comparable sale provides further support to the residential land
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valuc that my appraisal assigned in Swisshome at [ ] per acre. Morcover, as my appraisal
shows, there is no shortage of comparable sales in the other communities along the Feeder Line
Segment (as witness DeVoe claims).

Fifth, cven if witness DeVoc’s application of the so-called “base homesite methodology™
in the community of Swisshome were otherwise valid (and, as points 1 through 4 above show, it
was not), the resulting per-acre valuc for “excess” land in Swisshome cannot legitimately be
applied to residential property in other communities along the Feeder Line Segment. Witness
DcVoe contends that his failure to identify matched pairs of residential land in cach community
for analysis under his basc homesite methodology “1s judged to be of littlc consequence because

although the location is different the market characteristics are essentially the same » See, e.g.
DeVoe Appraisal at 166, 169,174 (emphasis added). This assertion reflects a total lack of

understanding of the residential real estate market in the communities along the Feeder Line
Segment. As my appraisal shows, the per-acre value of residential land varies widely from
community to community along the Feeder Line Segment. See Attachment 1 at 9-11, 13-14, 17-
20, 24-27 For example, the comparable sales data that I identified in my appraisal indicate that
the value of rural residential property is approximately [ ]in Coos County (Land
Use 27); [ ] in Lane County (Land Usc 1); and [ Jin the

community of Lakeside (Land Use 26). Witness DeVoe's analysis fails to take account of these
important differences, and assigns to residential land in every commumity the exact same value
(based upon his faulty “base homesite methodology™) as he calculated for residential acreage in

Swisshome. This resulted in a massive understatement of the value of residential property.,

because the per-acre value of such property in Swisshome ([ ]) is the lowest of any

community along the Coos Bay Subdivision. Witness DeVoe’s failure to take account of
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differences in residential land values in each community, alone, renders his appraisal of
residential property unreliable.

The impact of witness DeVoe's application of his basc homesite theory and methodology
was to set the base value of all the residential land — including substantial waterfront residential
acreage — at only §[ ]- (He then discounted this base value further to take account of his
faulty judgment regarding the rights reserved by SPT.) By contrast, my appraisal, which 1s based
upon proper implementation of the ATF mcthodology and comparable sales data reflecting the
value of residential property 1n each individual community, valucs the residential property along
the linc at [ ]-

C. Witness DeVoe’s Conclusion That Virtually All Forested Land Along
The Feeder Line Segment is “Worthless™ Is Patently Incorrect.

In addition to the general methodological problems with DeVoe’s appraisal, the
shortcomings with DeVoe’s appraisal becomc apparent when considering the sheer amount of
land that is assigned $0 valuc: 1,466.89 acres out of 1,741.52 acres total, or 83%. DeVoe
Appratsal at 76. A list of the sections, milcposts, and values assigned by witness DeVoe is
attached as Aftachment 4.

Most of the land that witness DeVoe appraised at $0 valuc is land that he categorizes as
“Forest Nominal,” or Valuation Unit 3. This Valuation Unit accounts for more than 1,000 acrcs,
or 59 percent of all land along the Feeder Line Segment. According to witness DeVoe,
“essentially no value 13 judged to exist” for any of this forested land. DcVoc Appraisal at 87.
This judgment is not based upon an ATF analysis of the subject property — or, for that matter,
on application of any other recognized appraisal methodology. Instead, witness DeVoc simply
asserts that the subject land would not, in any instance, improve access to abutting landowners.

Id. Witness DeVoe also claims that this land has no value because “abutting lands are forest-
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oriented properties that have no likely use for the subject duc to its lack of timber rights, pipe and
communication line easement and presence of ballast.” Id None of these reasons provides a
basis for assigning $0 value to the subject land.

1. The Subject Land Could Improve Access for Abutting Landowners.

Witness DeVoe cxplains his assumption that none of the 1,000 acres in Valuation Unit 3
has any utility by stating: “[i]t is understood that all of the abutting lands have cxisting access
and no likely situations were uncovered where the subject would offer a significant benefit to
abutting properties 1n terms of accessibility.” DeVoe Appraisal at 87. Witness DeVoe does not
explain where this “understanding™ comes from, and this “understanding” is demonstrably
incorrect. In those cases where the subject land bisects large forest holdings, the subject land
could be useful to the surrounding owner as a logging road, for which the presence of ballast
would be a benefit rather than a problem. The subject land is particularly well suited for
conversion to a road, since the land has already been cleared and has ballast. The subject land
would also allow owners of bisected holdings contiguous owncrship of their land, so that one
portion of the bisected land could be casily accessed from the other without trespassing on
another person’s land.

Even in those areas where the subject lies entirely along preexisting roads, the notion that
there would be no demand for forest land that lies along a prcexisting road is contrary to reason
and market data. Unless the abutting landowner secured the land along the preexisting road, that
owner would derive no benefit from the access that the road might provide. Furthermore, there
is no shortage of comparablc salcs for similar land with road access. See, e.g., Attachment 1 at
10, 13,-15.

Fundamentally, witness DeVoe ignores the issue of control — the primary reason why

abutters oftcn buy land. Abutting property owners derive valuc from not having someonc clsc
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use land next to them 1n undesirable ways. For the over 100 years the subject railroad has been
in operation, abutting landowners havc had no opportunity to acquire control over this land.
Acquisition of the CORP right-of-way would be an opportunistic purchase for many of the
abutting landowners.

2. Forested Lands Along the Subject Have Utility as Timber Property.

Witness DeVoe also attempts to justify his “Forest Nominal™” designation based on his

assumption that the subject land would have no utility to adjoining “forest-oriented propertics . . .
due to its lack of timber rights.” DeVoc Appraisal at 87. Witness DeVoe’s assumption that the
subject has no valuc as timber property 1s incorrect for two reasons:

o As witness Cecil shows, CORP docs own the timber nghts in Douglas County,
which it repurchased from Union Pacific (UP), so witness DeVoe’s assumption
that there 1s no value to abutters as timber land 1s incorrect in Douglas County.
This error affects 278.79 acres, or 27% of the land witness DeVoe characterizes
as “Forest Nominal,” 1n addition to 7.71 acres characterized as “‘Forest Desirable.
DeVoe Appraisal at 93-95, 112.

”

o If there were harvestable timber on the property in Lane or Coos Counties it
would be a simple matter for the adjoining landowner to purchase the subject land
and the timber rights from UP, which has not exercised any of its timber rights in
the years since the rail line was conveyed to CORP. See Attachment 1 at 29-30.

Nor does the cxistence of the pipeline and communication easements have any rclevance
to the value of timber property. As witness Cecil testifics, thosec casements have never been
excrcised in the fourteen years that CORP has owned the Line, and UP is unlikely to use them in
the future. Cecil V.S. at 8-9. Indeed, DeVoe admits that the subject property “does not have
reasonable potential for pipeline or communication line uscs.” DeVoc Appraisal at 11. Even if
there were a possibility that those eascments might be used in the future, the presence of such
facilitics would not preclude harvesting timber on the subject land (or using the subject property
in connection with harvesting activities on adjacent land). Thus, they would not have any
bearing on the subjcct’s utility to adjoining forest properties.
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Moreover, the fundamental notion that forcsted land is worthless 1n Oregon, where the
timber industry 1s a leading component of the economy, is simply not plausible. For cxample,
witness DeVoe’s valuation section 181 rcpresents 46.97 acres of forest property between
MP 727.97 and MP 730.56, which bisects a large tree farm owned by Rosboro USA, “one of the
largest fully-integrated forcst products companies in the industry "> DeVoe Appraisal at 94.
Witness DeVoe's valuation section 192 likewise represents 24.57 acres of forest property
between MP 735.71 and MP 737.04, which bisects a large trec farm owned by Roscburg
Resources Co., whose line of business is timber tract operation. DeVoe Appraisal at 94, The
subject is most similar to thc land on either side of it. If property of the type represented by the
subject property were of no utility to thesc compames, they would not have purchased land on
either side of the subject. It is only logical that these companies would want to purchase the
corridor propcrty that bisects their holdings for all the reasons discussed above.

In any event, witness DeVoe’s extraordinary claim that more than 1,000 acres of forested
land would have absolutely no utility or value to an adjoining landowner — without any
supporting market data — lacks credence. That’s what comparablcs arc for — to determine the
valuc of property, whether low or high  While witness DeVoe purports to identify limited
market data regarding timbcr land along the Feeder Line Segment, he proceeds to ignore that
data, saying “[a]lthough the market data presented here has little direct relevance to this
Valuation Unit, it was judged worthwhilc to include [] to exemphfy the range of ATF values to
help put the nominal value conclusion in perspective.” DeVoc Appraisal at 109. Rather than
putting his “0” valuation “1n perspective,” even the limited comparablc salcs data presented by

witness DeVoe shows that his across the board declaration that such land is “worthless” 1s

2 Rosboro U.S.A., Company Profile, at http://www.rosboro.com/thecompany/profile.html.
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contradicted by the market. In short, witness DeVoe’s contention that forested land constituting
more than half of all of the property along the Feeder Line Segment is “worthlcss” is supported
by nothing other than his say-so

3. Witness DeVoe Misclassifies Subject Land as “Forest Nominal” in
Order to Minimize His Appraisal.

Much of the land that witness DeVoe has classified as Forest Nominal is misclassified.
In many instanccs, forested property located along existing roads is suitable for residential or
other uses, and is therefore more appropriately appraised as “residential” property. For example,
witness DeVoe acknowledges that private or individual owners own land abutting his valuation
sections 20, 36, 40-42, 55, 60, 67-69, 76, 79a, 93a, 98, 106, 117, 122, 126, 128, 134, 137, 150,
153, 156, 178-180, 193, 196, 217, 218a, 220, 221, and 225. Many of those adjoining parcels
already have residences. Yet, in each instance, witness DcVoc simply declares the property to be
“Forest Nominal” without any analysis of 1ts potential value as a residential home site. DcVoc
Appraisal at 89-95. Witness DeVoe likewisc classifics as “Forest Nominal” — and assigns “0”
value to — several parcels where one side of the subjcct lies along a road and the other side backs
up to a national or state forest. See, e.g., DeVoe Valuation Sections 93a, 102, 106, 108; DeVoe
Appraisal at 89-95. A more in-depth discussion of specific cxamples where witness DeVoe
incorrectly classified desirable land as “Forest Nominal” is set forth below.

For example, out of 1,137 acres of forest land, he assigns $0 value to 1,032 of those
acres. DeVoe Appraisal at 76. The other 105 acres witness DeVoce classifics as “Forest
Desirable,” which DeVoe describes as being “marketable to abutters . . . due to being
residentially oriented, small in size and/or being bisected by the subject property.” DeVoc
Appraisal at 111. This distinction is non-sensical; as discussed above, much of the abutting land

along the nght-of-way that witness DeVoe classificd as “Forest Nominal” 1s likewise bisected by
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the subject property, residentially oriented, or small in size. See, ¢ g, DeVoe Valuation Scctions
40, 41, 56, 57, 117, 156, 181, 192; DeVoe Appraisal at 89, 91, 93, 94. As in the Forest Nominal
Valuation Unit, witness DeVoe does not explain why subject land abutting rcsidential property
should not itself be classificd as residential.

Witness DeVoe's mischaracterization seems particularly egregious when considering
stretches of subject land where DeVoe alternates valuation categories, such as in Brickerville and
Mapleton, which I discuss bclow. The characterization of the entire area is questionable but just
the 1'% mile stretch from MP 702.14 to MP 703.6 serves to illustrate the lack of logic or
consistency in witness DeVoe’s classifications: over this stretch of right-of-way, DeVoce parses
the subject property into four alternating valuation sections. The first 1/10 mule 1s classified
Residential, the next half mile 1s classified Forest Nominal, the next 0.06 miles is classified

Residential and the last 3% milc is classified Forest Desirable.

Table 4: Example of Mischaracterized DeVoe Valuation Sectlons

v e £ Wf“- 2 i gl,‘)lé\fo'e

- '#E|D°V|°°E e Ionmf.f_App raised alsed:
aatSGCtiON#: MP.;StartvE.aMPaEndmmDeVoo Va r.l.'ihﬁllm fﬁn resa &5 i iV EIUG

94 1025 R 022 S R Re: SONZ5'00]
08 702 25 702 80 3 Forest Nominal 6 67 $0 00
99] FAResidential 0769, $21587450]
100 702.86 703.60 4 Forest Desirable 8 97 $1,668.50

Figure 1 below 1s an aerial view of the property referred to in Table 4, with the
boundarics between witness DeVoe’s classifications marked 1n red. Tt is apparent that the
diffcrent classifications assigned by DeVoe to these substantially similar sections of land are

arbitrary.
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The only justification that witncss DeVoc offers for classifying sections 98 and 100
differently than sections 97 and 99 is that there are currently houses located next to the subjcct at
sections 97 and 99. However, witness DeVoe does not explain why the subject at sections 98
and 100, which is topographically similar to sections 97 and 99, and enjoys the samc road access,
would not also be desirable for residential use.

In the end, witness DeVoe assigns a total gross liquidation valuc of only $26,370 to the
1,137 acres of forested land along the 111-mile Feeder Line Segment (including many acres that
would be suitable for residential use). This is not a rclhiable valuation.

D. Witness DeVoe’s 50% Reduction In the Value Of Almost All Property

Along The Feeder Line Segment On Account Of Ancillary Rights Reserved
By SPT Is Unsupported.

Witness DeVoe further reduces his estimated NLV for the right-of-way land underlying
the Feeder Line Segment by applying a 50% discount to virtually all of the land to which he
otherwise assigned any value. See DeVoe Appraisal at 157, 166, 169, 174, 192, 209, 224, 240.>
Witness DeVoe attempts to justify this across-the-board discount on the grounds that certain
ancillary rights retained by SPT in the original deeds conveying the land underlying the Coos
Bay Subdivision to CORP greatly diminish the utility of CORP’s nght-of-way land to any
potential purchascr. Without any attempt to quantify the real-world market effect of the retained
easements, witness DeVoe asserts that a “rate of one-half [of calculated value] 1s Judged to be
most appropriatc to the analysis considering that the subject is so heavily encumbered by the
SPTC easements/reservations.” DeVoe Appraisal at 169. Even where witness DeVoe considers

that “the limiting SPTC eascment is significant but overly burdensome for [the] property type,”

3 DeVoe does not apply a 50% discount to his base value for two acres in Valuation Unit 5 and
eleven acres in Valuation Unit 12, where DeVoc simply asserts a value of $5,000 per acre for
desirable waterfront residential property. DeVoe Appraisal at 125, 177. DeVoe also discounts
forest property and farmland by more than 50% to 100% without explaining how the SPT
retaincd nghts might affect such uses. DeVoe Appraisal at 113, 142.
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he discounts the ATF value by 50%. See DeVoe Appraisal at 169. As the following discussion,
and the testimony of witness Cecil, demonstrate, witness DeVoe’s across-the-board discount 1s
unsupportcd by his analysis or by real-world experience.

As witness Cecil explains, the rights reserved by SPT included timber rights, mineral
nights, and a perpctual exclusive cascment on that portion of the right-of-way within 50 feet of
the center line of the track for possible pipelinc or communications (fiber optic) facilities (the
“Communications and Pipeline Easement”). In addition, the original deeds from SPT to CORP
provided that “No permanent building, structure or fence shall be erected or maintained by
Grantec on or over the Communications and Pipeline Easement Property which would obstruct
or interfere with any then existing or planned Microwave Facilities or other communications
facilities or pipclines of Grantor located on or planned to be located on the Communications and
Pipcline Eascment Property.” See V.S. Cecil at 2.

Witness DeVoe's discount cannot be justified on the basis of the timber nights rescrved
by SPT. As witness Cecil shows, CORP re-acquired the timber rights for Douglas County from
UP in 1998. The price paid by CORP to acquire the timber rights in Douglas County constitutes
a highly relevant “comparable sale” for purposes of determining the appropriate amount of any
reduction in value attributable to the remaining SPT timber rights 1n Lane and Coos Counties.
As | explain 1n my appraisal, the price paid by CORP for the Douglas County timber rights does
not support a discount of 50% in land values in Lanc and Coos Counties on account of the timber
nghts.

Nor do the the mineral rights and communications and pipeline easement reserved by
SPT warrant the 50% discount imposed by witness DeVoe. The watcr nghts arc of no valuc.

The mineral rights are likew1se of no value as no oil or gas has been discovered near the Line
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Furthermore, as witness DeVoe acknowledges, “[t[he subject property as encumbered does not
have reasonable potential for pipcline or communication uses.” DeVoe Appraisal at 11.
Becausc there is no “reasonable potential for pipeline or communication uses,” there 1s likewise
no danger that the building restriction could come into play in the future. In any cvent, as
witness Cecil explains, the no-build provision only prohibits the construction of permanent

buildings or structures within 50 feet of the center line of CORP’s nght-of-way if such buildings

or structures “would obstruct or interfere with any then existing or planned Microwave Facilitics

or other communications facilitics or pipehines of [SPT] located on or planned to be located on”

the CORP right-of-way. Because there have never been any “existing” or “planned” SPT
pipeline or communications facilities along the Coos Bay Subdivision right-of-way (cxcept
between Milepost 652 and Milepost 654), the rights reserved by SPT do not limit the ability of
potential purchaser’s to develop right-of-way land. As witness Cecil shows, actual nght-of-way
land sales by CORP confirm that the SPT reservations have never resulted in a discount to “fair
market value

Witness DeVoe cites only one piece of market cvidence to support his blanket discount: a
2002 CORP sale of industrial land in Not1 to Swanson Brothers Lumber Co. DcVoe Appraisal at
209. DeVoe compared the 2002 CORP sale to a 2006 sale and a 2007 sale to conclude that the
2002 CORP salc was executed at a 50% discount to ATF. However, as witness Cecil shows, a
contcmporancous appraisal of the property at the time of the 2002 sale demonstrates that
contrary to DeVoe’s assumption, the 2002 sale to Swanson Brothers Lumber Co. was done ata
152% premium over ATF.

A number of the ATF sales used in my report included portions within the “no build™

arca. For instance, in Reedsport Land Use 19 (Rex Appraisal at page 17) includes three such
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sales. Comparable Sale 2006-6982 sold for [ ] per acre in March 2006. This sale
included 25 feet of the total 125 feet of depth within the “no build™ area. Comparable Sale 2006-
9676 sold for [ ] per acre 1n April 2006. This sale includes 20 feet within the “no build™
area. Comparable Sale CORP-14861 sold in September 2005 for $146,341 per acre and includes
10 feet within the “no build™ area. Comparable Sale 1997-09114 (not used for valuation of this
segment) sold in April 1997 for [ ] per acre and includcs 20 feet within the “no build”
area. One better located sale was included in the valuation of this land usc and it sold for
$213,047 per acre. As shown, 1t 1s not possible to claim that the SPT retained rights adversely
impacted these sales.

In the valuation of Land Use 20 (Rex Appraisal at page 18), two CORP salcs were used.
Comparablc Sale 2006-16356 sold in June 2006 and did not contain any area within the “no
build” area However, Comparable Sale CORP-15119 sold in December 2006 for a higher pnice
of [ ] per acre. This sale contained 15 to 25 feet within the “no build” area. Again, no
evidence that the SPT retained rights impacted market value.

In Lakeside Land Use 26 (Attachment 1 at 20), the value concluded is [ ] per acre
basedon[ ] rcsidential sales, none of which were from CORP. Significantly, a 25-foot wide
strip was purchased from CORP 1n February 2006 for [ ] per acre. This strip is entirely
within the “no build” area. Again, and cven more convincingly, no discount is evident due to the
SPT reservations.

Witness Cecil’s testimony confirms that the rights reserved by SPT have not matcrially
affected the prnice that CORP has been able to obtain for nght-of-way property that is subject to
the SPT reservations. To the contrary, CORP has consistently sold such land at prices at or

above “Across-the-Fence” value.
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IIl. THE DEVOE APPRAISAL CONTAINS NUMEROUS OTHER FLAWS THAT
RENDER IT COMPLETELY UNRELIABLE.

Further specific examples of serious errors and failures of judgment in witness DeVoe’s

appraisal include the following:

Witness DeVoc assigns $0 valuc to all land in Lakeside, OR, a residential
community that lies between the Oregon Dunes National Recreation Area along
the Pacific Ocean and Tenmile Lake. DcVoc Appraisal at 227-28. CORP has
madc two prior land sales at or above market value in this area.

Witness DeVoe assigns $0 value to all land in the City of Veneta, OR, a
community in which the comparable sales data indicate an ATF valuc of

[ ] per acre for some residential property. DeVoe Appraisal at 161-63;
Attachment | at 25-26. Again, CORP has made several recent sales in this area.

Witness DeVoe assigns a $0 value to desirable land 1n and ncar Hauscr, OR,
including almost 100 acres with potential residential use next to the Oregon
Dunes and 2.4 commercial acres in Hauser. DeVoe Appraisal at 84-85.

In Brickerville and Mapleton, OR, witness DeVoe parses desirable residential
land along the Siuslaw River into alternating sections of “Rural Residential” and
“Forest Nominal” property to which he assigns $0 value with no explanation as to
why he believes that land situated between two residential lots 1s worthless. See
DcVoce Valuation Sections 101-108, 124-128, Attachment 4; DeVoe Appraisal at
83, 92, 146.

In Reedsport, OR, DeVoe takes the nonsensical position that CORP’s prior salcs
of industrial land along the Line provide evidence that there is limited demand for
the subjcct property and appraises the subject at 50% of the value indicated by his
own comparablc sales data. DeVoe Valuation Sections 202-205, 207, 209;
DeVoe Appraisal at 214, 224,

The problems with witness DeVoe’s appraisal are not limited to these areas. Indeced, the

Majority of witness DeVoe’s appraisal has scverc credibility and unjustified undervaluation

problems. For example, DeVoe claims that Siltcoos Station, a city along “the Oregon Coast’s

largest lake” with many “retirement and vacation homes” is “a backwater of little or no

economic viabilitv.” DcVoe Appraisal at 31 (emphasis added). In this area, the corridor has

three to five miles of lake frontage along a navigable water body, yct DeVoe assigns this
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property $0 value. The following are merely additional illustrations of DeVoe's faulty judgment
in appraising the land along the Feeder Linc Scgment.

A, Subject Land in the City of Lakeside is Not Worthless.

Witness DeVoe assigns $0 value to all of the subjcct land in the City of Lakeside. DeVoe
Appraisal at 226, 228. He arrives at this conclusion on the basis of a conversation with a real
estate agent selling lots in a subdivision in the area developed in 2005 “who indicated that she
might have to give a couple away.” DeVoe Appraisal at 41 (emphasis added). Apparently
content to rely on this tonguc-in-check statement, witness DeVoe does not bother to identify any
comparables in Lakeside to support assigning all land in the City of Lakeside a $O value.

Witness DeVoe also justifies his $0 valuvation in Lakeside by claiming that “[s]ignificant
portions of the subject linc arc only 40 feet wide through the city.” DeVoe Appraisal at 227.
However, of the 23 acres of subject land in Lakeside, only 2.66 acres are so narrow. DeVoc
Valuation Sections 239-240, 242-245, DeVoe Appraisal at 227; see also Val Map V-2/28 & V-
2/8-28, Addendum D. Indeed, this small section is so narrow because CORP previously sold all
of thc land abutting this portion of the Line, including a narrow 25-foot strip of land in 2006
burdened by the very SPT cncumbrances that witness DeVoe says make the land worthless
(further undercutting his $0 valuation cstimate). More importantly, the remaining 20+ acres of
the subject land 1n Lakeside range from 150-200 feet wide, which is more than deep enough to
sitc an independent homesite on in most areas. DeVoe Valuation Sections 236-238, 246, DeVoce
Appraisal at 227; see also Val Map V-2/28 & V-2/8-28, Addendum D. Indeed, as can be scen 1n
the detailed Val Map (V-2/5-28) below, most of the subjcct land in Lakeside lies at the end of
residential streets, i.e. 12th, 13th, 14th, & 15th streets. Such land is suitable for cul-de-sac
residential usc, making the subject property some of the most desirable residential property in
Lakeside.
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Lakeside Valuation Map

Map. v-2/5-28 Central Oregon & Pacific Railroad. N
Subject Segment Maps 7L

R AmAnTT

Witness DeVoe himself observes that the City of Lakeside 1s “located along Tenmile
Lake, one of Oregon’s largest and most popular recreation lakcs™ as well as the Oregon Dunes
arca, “only minutes from sand dune access as well as clamming, crabbing and ocean fishing.”
DeVoe Appraisal at 39. In spite of its idyllic location, DeVoe claims that “the subject offers
virtually no economic utility, mainly due to encumbrance limitations and market limitations.”
DeVoe Appraisal at 227. This statement rcvcals a basic misunderstanding of what we do as
appraisers: use market data reflecting sales of comparable propertics to determine an estimate of
the market price for a property. When market conditions are poor, the effect of those conditions
will be reflected in comparable sales data. Rather than offer an unsupported opinion that land in
this tounst and bedroom community is worthless, witness DcVoc should have considered the
abundant comparable sales in this area.
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Figure 2: Lakeside

I estimate the value of subjcct land in Lakeside to be [ ]- DeVoe’s $0 valuation
for the same land 1s absurd.

B. Subject Land in the City of Veneta is Not Worthless.

The City of Veneta, located just a few miles west of Eugene, is a community of over
3,000 people. Again, witness DeVoe presents no comparable sales for property in this city.
Veneta is a community in which the comparablc salcs data indicate an ATF value of | ]
per acre for some residential property. Attachment 1 at 25-26. As witness DeVoe recognizcs,
the properties abutting the subject 1n Veneta are zoned for Residential, Community Commercial,
and Highway Commercial uscs, with some portions of the subject property abutting public parks
and facilities. DeVoe Appraisal at 160. The land at issue lies from MP 659 to MP 661.29 and is
divided by witness DcVoe into ninc appraisal scctions (numbered 23, 25, 26, 27, 29, 31, 33, 34,
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and 35). DeVoe Appraisal at 162; Attachment 4. Witness DeVoe claims that the almost 43
acres of otherwise desirable land *“offers virtually no cconomic utility” because the City of
Veneta has sub-zoned this land for “Greenway — Open Spacc” use. DeVoe Appraisal at 160-63.
This conclusion 1s not supported by the market cvidence.

If the railroad ceased operating along the Line, the railroad could petition the City to lift
the ordinance. If the City refused, 1t would have to purchase the land at its constitutional
minimum valuc. In my cxperience, arms-length purchases in rails-to-trails and other public use
situations are usually at prices of 110% to 130% greater than ATF. Sale of this land to the City
of Veneta would solve one of the challenges identificd in the City’s parks and recreation master
plan by allowing for pedestrian and bicycle facilities and removing a “substantial barrier[] from
park and recreation facilities for children, the elderly, ctc.” City of Veneta, Parks, Recreation,
and Open Spaces Master Plan 25 (1998),
http://www.ci.veneta.or.us/pdf/ParksandRecreationPlan.pdf.

Moreover, as witness Cecil shows, CORP has sold scveral parcels of land along its nght-
of-way in Vcneta over the past several years. Notwithstanding the fact that the parcels were
located within the so-called “Greenway” subzone, CORP obtained an average price of more than
[ ] per acre 1n those sale transactions. Figure 3 below is an aerial view of Veneta with
these sales mapped out. This real-world market evidence fatally undercuts witness DcVoc's
judgment that Veneta’s “Greenway" zoning regulations render all of the land along CORP’s

right-of-way in Veneta worthless
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Figure 3 - Aerial View of Veneta with CORP Sales

I have appraised the subject land 1n the City of Veneta at [ ]- CORP has made
several recent sales along this portion of the corridor that support the ATF value [ arrived at and
not a $0 value. See Attachment 1 at 24-25, That witness DeVoe concludes that all of the subject
land in Veneta “offers virtually no economic utility” shows that his appraisal 1s unreliable.

C. Subject Land In And Ncar Hauser Is Not Worthless.

Witness DeVoc also assigns $0 value to almost all the subjcct land from Hauser to the
end of the subject linc near Cordes, with the exception of a small 1.72 acre parcel that he
concedes might add some valuc to the residential propertics abutting it. DeVoe Valuation
Section 274, DeVoe Appraisal at 173. DeVoe judges the remainder of the almost 100 acres,
including a 2.25 acre portion along Hauser Depot Road 1n the commercial district of Hauser and

potential residential land with dune access, to be worthless, assigning thesc sections to Valuation
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Unit 2 - Nominal Values. DeVoe Valuation Sections 270, 271, 273, 275-277, DeVoe Appraisal
at 84-85. Witness DeVoe describes the sections in Valuation Unit 2 (Nominal Values) to have
“no likely value to abutters,” as “abutting lands gencrally consist of areas of no value in the
context of the disposition of the subjcct . . . (i.e. National Forest, Oregon State Lands, Coos
County, etc.) as these are known to almost never purchase abutting areas of former right of way.”

DeVoe Appraisal at 82. This statcment is contradicted by DeVoe’s own handwritten notes

(provided 1n his workpapers): “if [thc land] has access to Dunes[,] 1t has value.” DcVoe Notes,
Attachment 6.

Not only does witness DeVoe not offer any comparable sales data to support these
assertions, he docs not provide any explanation to justify his wholesale devaluation of this area.
Witness DeVoe merely offers short comments on the abutting properties in his definition of his
Valuation Sections, stating, for cxample, that the 26 acre parcel next to his Valuation Section 275
(between MP 759.53 and MP 759.96) already has dune access. DeVoe Appraisal at 84. He
apparently offers this non-sequitur to justify his $0 appraisal on the grounds that the adjoining
parcel would not be improved by the subject. However, this implicit judgment begs the question
why a 10.82 acre parcel of land with dune access would not be desirable in 1ts own night. (Aerial
photographs of this area are included in my appraisal in Addendum B at 46.) Once again,
witness DcVoe’s opinion 1s not supported by market data. The more reliable indicator of value
is presented by comparable sales for this arca. There is no market support for witness DecVoc’s
appraisal of $0 for the almost 100 acrcs of potential residential property situated along the
Oregon dunes The more reliable conclusion, supported by comparable sales in the area, is that
thesc 100 acrcs of commercial and residential land next to the Duncs and the Pacific Ocean 1n

this area 1s worth [ ]-
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D. Witness DeVoe Minimizes His Appraisal In Brickerville And Mapleton By
Sub-Dividing Residential Land Into Alternating Sections Of $0 Value.

While witness DeVoe did not engage in similarly wholesale devaluation of all the land in
Brickerville and Mapleton as he did in Veneta and Lakeside, his errors in valuing the subjcct
land 1n these communities are no less problematic. Again, witness DeVoe presents no
comparable sales data whatsoever to support his valuations in Brickerville and Mapleton. What
he did do was take residential land along the subject and, wherever the abutting land did not
actually contain a residence today, created a separate Valuation Section for the subject and
classified it as “Forest Nominal” with $0 value (as previously discussed 1n section 11.C.3, above).
The error of this approach becomes especially apparent when considering the location of witness
DcVoe’s Valuation Sections through aerial views, as shown in Figure |, above.

Witness DeVoe begins his valuation in Brickerville by classifying a 34.5 acre section of
the subjcct as “Forcst Nominal” property with 30 value because some of this land abuts the U.S.
National Forest (although he does admut that there are also 3 privatcly owned parcels also
abutting this section). DcVoc Valuation Section 93a, MP 699.75-MP 701.62, DcVoe Appraisal
at 91. Witness DeVoe does not explain why land with road frontage (Highway 36) next to the
Siuslaw River and backing up to the National Forest land on the outskirts of Brickervillc would
not be suitable — indeed, dcsirablc — for residential purposes. Witness DeVoe's asscssment is
especially questionable when considering that the adjoining property, 2.39 acres in DeVoe
Valuation Section 94, at MP 701.62-MP 701.82, is catcgorized as residential because 1t abuts a
14.1 acre residential parcel on the right. Without any cxplanation, witness DeVoe alternates land
classifications between “worthless” and residential land for the sections following: DeVoe
section 96, 3.82 acres from MP 701.82 to MP 702.14, is categorized as Nominal (Valuation Unit

2) with $0 value; DeVoc scction 97, 1.38 acres from MP 702.14 to MP 702.25, 1s categorized
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Residential; DeVoe section 98, 6.67 acres from MP 702.25 to MP 702 8, 1s categorized Forest
Nominal with $0 value, and DeVoc section 99, 0.69 acres from MP 702.8 to MP 702.86, is
categorized Residential. See Table 5 below; DeVoe Appraisal at 83, 91, 145.

The following table shows how witness DeVoe parsed the subject property into
alternating Residential and worthless Forest Nominal sections (Residential sections werc

assigned to Valuation Unit 7 and are shaded).

Table 5: DeVoe Valuation Sections from Brickerville to Mapleton
DeVoe
Section# MRIStartEIMRIEnd DeVoelVallUnit ACres; Value;
93a 699.75 701.62 3 Forest Nominal 3450 $000
93b 700 40 1 No Value 014 $000
95 701.90 1 No Value 014 $0.00
96 701.82 702 14 2 Nominal 382 $0 00
07 170251 A3N7.020 SR} P38 $5X12500]
o8 702.25 702 80 3 Forest Nominal 6 67 $0.00
100 702.86 703 60 4 Forest Desirable 897 $1,668 50

3.0 703160 [703% 204 WH $5%4 37450)]
102 703.72 703.77 3 Forest Nominal 0. $0.00

103 1403774 7 1163] $6NIi12150

104 703.90 704 20 3 Forest Nominal 440 $0 00
106 704 36 704 74 3 Forest Nominal 544 $0.00
§07 1.04%74] [Z05Y04 37 $24%312100,
108 705 04 70544 3 Forest Nominal $0.00
1.09) 105744} [Z0515S IR $10'087450;
110 705.55 705.55 1 No Value . $0.00
111 705 55 70591 3 Forest Nominal

As Table 5 above shows, witness DeVoe parsed the subject right-of-way into altcrnating
Residential and Forest Nominal sections 1n Mapleton as well. DeVoe Valuation Sections 101-
112, MP 703.6-706.08; DeVoe Appraisal at 91, 145-46. Witncss DcVoc's arbitrary parsing of

the subject in this manner is not market supported. He offers no rationale for why he judges the
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highest and best usc of a timbcered lot lying between two residential lots 1s to lie fallow, as his
Forest Nominal $0 valuation suggcests. The only rationale offered for valuing the alternating
sections as non-residential is that the abutting properties are not residences; this is not a valid
Justification when, as here, the subject land lies in between other residential parcels and is
otherwise suitable for residential development. To arrive at his conclusions, DeVoe ignores
what the ATF comparables tetl him.

This unjustified scgmentation of valuablc land into random strips that purportedly have
no value renders witness DeVoe’s appraisal completely unreliable. The impact of witness
DeVoe's arbitrary misclassification of subject land is that he values the 94.8 acres of land in
Brickerville and Mapleton at $84,167.50, or $887.84 per acre. A more realistic, market
supported appraisal would value this residential land in desirable communities, much of it
waterfront property on the Siuslaw River, at [ 1.

E. Witness DeVoe Docs Not Support His Blanket 50% Discount From ATF

Values Of Industrial Property in Reedsport, Especially Considering That
Comparables Include CORP Sales Along the Subject Line.

Witness DeVoe offers two unsupported rationales for his assertion that the valuc of
industrial land in Reedsport should be 50% of thc ATF value. First, DeVoe says that he “judged
[there] to be limited demand for the subject areas [of Reedsport industrial land] . . . duc to the
substantial supply of vacant industrial lands abutting thc subject, which is largely related to the
fact that in year 2006 CORP sold off its excess lands in this area.” DeVoe Apprasal at 214.
Second, witness DeVoe concludcs that the ATF value indicated by his comparable sales applies
to only a half acre parcel of the subjcct, with the remainder to be valued at 50% of the ATF
value, “due to the more onerous presence of the SPTC casement.” DcVoc Appraisal at 224.

Ncither rationale is supported by market data.
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Witness DeVoc's first rationale based on his estimate of limited markct demand is
directly contradicted by thc very comparable CORP sales in 2006 that he claims led to the exccss
supply of industrial land 1n the market. See DeVoe appraisal at 214. Where there are
comparable sales 1 an area, appraisers need not (and should not) guess about the market effect
of supply and demand; the price of comparable sales indicate where supply and demand mect in
the market place. As witness DeVoe recognizes, there have been recent comparable sales of
Reedsport industrial land near the subject; I have identificd others. See DeVoe appraisal at 214;
Attachment 1 at 17-18. Witness DeVoe fails to 1dentify any change in this local market since
those comparablc salcs took place that would warrant ignoring the ATF valucs indicated by
comparable sales.

As discussed above, witness DeVoe’s second rationale is based on an unsupported guess
as to the effect of unutilized SPT rights. As witness Cecil demonstrates, there is no indication in
the market data that these unutilized rights have had any effect whatsocver on thc market price of
CORP land. The best indicator of market reality is reflccted in comparable sales data. Indeed,
DeVoe’s first comparable involved a sale of two non-contiguous parcels along the waterfront
that arc separated only by the line. DcVoe Appraisal at 216-217. The owner of those two
parcels might be expected to be interested in purchasing the portion of the subject line,
waterfront industrial property, that lics between the parcels in order to consolidate the holdings.

[ have estimated the 9.72 acres of commercial and industnal land in Reedsport to be
worth [ ] based on s1x comparable sales in the area. Attachment 1 at 17-18. My
estimate is very closc to witness DcVoe’s ATF value estimate for the subject 1n Reedsport of
[ ] (although DeVoe incorrectly determined the arca to be 6.11 acres rather than the 9.72

acres CORP owns). DeVoc Appraisal at 224. However, witness DeVoe then discounts the ATF
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value by 50%. /d. Without any market data showing that unused easements of the sort on the
subject effect the market price of comparable land, witness DeVoce's estimate of a 50% discount
remains an unsupported self-interested guess, making his appraisal unreliable.

1V.  WITNESS DEVOE MAKES UNREALISTIC ASSUMPTIONS IN
CALCULATING NLV FROM GROSS VALUE.

While the most significant errors in witness DeVoe’s appraisal arc encompassed 1n his
determination of what hec terms “adjusted base value,” witness DeVoe employs many erroneous
assumptions 1n his calculation of “net present value” from basc value. DcVoe Appraisal at 71.
Witness DcVoe lists the factors he considers in this calculation as:

1) Pacc of disposition/salcs,

2) Cost a typical buyer would incur in disposing of the individual portions of the
subject;

3) Interim income during disposition;

4) Administrative delay, and

5) Timec/market factors.

DeVoe Appraisal at 71. Of these, the only significant factors that witncss DeVoc considers are
the pace of disposition and the costs of disposal. DeVoe Appraisal at 72-75. It is 1n calculating
the impact of these factors that witness DeVoe makes unrealistic assumptions.

In determining the pace of disposition, or the sellout period, witness DeVoe states that “it
is apparcnt that different disposition periods will be expenienced by the subject Valuation Units,
depending of [sic] types of abutting areas relative to the use potcntial offered by the encumbered
subject.” DeVoe Appraisal at 72. It is unclear what makes witness DeVoe’s assumption
“apparent,” cspecially since it contradicts the experience of the experts that witness DeVoe

interviewed. /d. Witness DeVoe ends up assuming that some property types, such as waterfront
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residential and rural industnial, would sell within one year and others, such as forest and rural
residential land in Lane County, would sell in five years.

In my opinion, witness DeVoe's assumptions are unrealistic and do not reflect how a
purchaser for piecemeal disposition would discount the current market value of the properties,
using a singlc realistic sellout period. In fact, potential buycrs would consider an overall sellout
period rather than employing DeVoe’s unrealistic method of segmenting sellout periods by land
usc. Furthcrmore, witness DcVoe's multiple sellout period assumptions do not make any
provision for current conditions in the real cstate market. In my appraisal, I have estimated the
sellout period for the corridor as a whole to be eleven years. See Attachment 1 at 39. Bccause of
the current downturn 1n the real estate market, especially in the residential segment, | assumed
that the first-year sales volume would be 50% of a typical year, and the second-year volume
would bc 75%. Id [ belicve that this longer scll off period reflects current market conditions
more accurately than the multiple timeframe assumptions made by witness DeVoe.

Witness DeVoc’s cstimate of the expenses associated with disposition of the right-of-way
are also unfounded. For example, witness DcVoe deducted 2% from the base value for legal fees
as a “cost likely to be incurred by a prudent buyer of the subject line.” DeVoe Appraisal at 73
(cmphasis added); see also, e.g.. 1d. at 114, 126, 159. Witness DeVoe admats that this amount “1s
essentially impossible to accurately project.” Jd. at 73. More importantly, he docs not explain
why CORP, as the scllcr, would pay the buyer’s legal expenses, which are reflected in market
values. Witness DeVoe likewise offers no basis for subtracting the buyer’s insurance costs from
the base value, cspecially since as he notes, “[a] gencral hability policy would most likely be
sufficient,” a policy already owned by most likely purchasers. Id at 74. Such insurance 1s not

an expense agaimst the real estate. Lastly, witness DeVoe’s sales commission estimates of 10%
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for urban areas and 15% for rural properties are extremely high; this amounts to a system wide
sales cost of 11.68%. Id. at 74. Typical real estate commissions in the area are 5% for such
large projects, and 1n many cases can be avoided by contacting and negotiating directly with
adjoining property owners.

Mr. DeVoe choses the antiquated method of accounting for the profit or return to the
developer or buyer of the subject property through using a line item “profit” and then
discounting using a “discount rate”. While there are problems with such an allocation of profit,
especially when the discount period vanes, the diffcrences in our two methods arc not
sigrliﬁcan}. [ tested this by redoing DeVoe’s present value calculations substituting $0.00 for
profit and then solving for the internal rate of rcturn against his present valuc calculations The
indicated yield rate or internal rate of return was shightly above 18%. My yicld rate as shown in
my appraisal at page 41 1s 18% plus 0.80% for real estate taxes.

Even considering all the unfounded excess sales expenses used by DeVoe 1n his
calculation, DeVoe’s appraised net liquidation valuc actually incorporates a much smallcr
discount from the “adjusted base value™ than my own discounted cash flow analysis docs. As
shown 1n Table 6, [ took a more realistic approach and divided my ATF value on a pro-rata basis
over his longest sellout period of five years, since 1t is not realistic or market supported to
differentiate sellout periods by the various ATF land uses. I then deducted the expenses based on
DcVoce’s amounts. For instance the cost of sales at 11.68% is the weighted average of the cost of
sales that DeVoe used. Table 6 then goes on to show that with the proper ATF value, and even
using DeVoe’s high expenses, an NLV of $10,691,000 would be indicated as compared to my

estimatc of [ 1. Sec Attachment 1 at 41.
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Table 6: Discounted cash flow and Net Liquidation Value

dmlﬂl Midwest A1Fvaluasand DaVoe'sGuh FAow mnnlons

G‘potentldsales $4912322 $491232-2 $4912322 $4912322$4912,322
Peroant sald 85% 85% 85% 85% 85%
Ukely sdlos $4175474 $4,175474 $4,175474 $ 4175474 $ 4,175,474
Lesscost of sales @ 1168% $ 487695 $ 487695 $ 487695 $ 487695 $ 487695
Insurance 040% $ 98246 $ 78597 § 589048 § 39299 § 19649
Lega 2% % 491232 § - % - $ - 8 -
Escrow fees 016% § 6681 § 6681 % 6681 $ 6681 $ 6,681
Net Sdes $ 3001620 $ 3602501 $ 3622150 $ 3641800 $ 3,661,449
Present value @ 18.80% $10,690,820

Rounded to $10,691,000
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CHARLES W. (SANDY) REX 111, MAI

QUALIFICATIONS

BUSINESS
ADDRESS

PROFESSIONAL
ORGANIZATIONS

EXPLRILNCL

RMI1 Midwest

1200 Central Avenue, Sute 330
Wilmette, 1lhnois 60091
Telephone 847-920-9033

Cell 847-507-7212

Fax 847-920-9450

c-mail. ewrexiu@rmirmudwest com

Member of the Appraisal Institute,
MAI designation, Certificate No 6853

Partner & co-owner of RMI Midwest, 1992-present

Education consultant, Appraisal Institute, 1992-1993

President of Rex-McGill, Inc, 1987-1992

President of Pinel, Rex & Carpenter, Inc, 1986 10 1987

Appraiser with "Rex-McGill," beginning in 1971

Specralzing 1n the valuation and analysis of corridors and other railroad
properties, as well as conservation casements

Primary assignments also mclude the valuation of large land tracts
(ncluding development land, agricultural properties, timberlands, multi-
use deveclopments, and cnvironmentally sensitive lands) and partal
mnterests

Valuing partnership interests, conservation easements, lease [ee nlerests,
leaschold interests, awr rights, transferable development rights, jont
ventures, as well as fee simple rights.

Clents include government agencics (federal and state), corporations,

pension funds, mvestment bankers, f{inancial mstitutions, msurance
companies, nonprofit conservancy groups, atlorneys, and individuals
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LICENSES &
CLRIIFICAIION

EDUCATION

Qualfied as an expert witness in the Federal District Courts in Flonda and
Ilinois, US Court of Claims, US Bankruptcy Court, Florida and lllinois
Circuit Courts.

Approved appraiser for the Flonida Department of Environmental
Protection.

Alabama Certified General Real Property Appraiser GO0610
May 29, 2002 - Scptember 30, 2009

Florida Certified General Appraiser, 0000143
Aprl 15, 2005 — November 30, 2008

Georgia Ceruified General Real Property Appraiser, 285622
2005- May 31, 2009

lllnois State Certificd General Rea! Estate Appraiser, 553-000785
September 30, 1991 — September 30, 2009

Indiana Certificd General Appraser, CG40300403
Scptember 27, 2003- June 30, 2008

Massachusctts Certificd General Real Estate Appraiser, 5601-257042
October 6, 2000 — May 22, 2010

Michigan Certified Appraiser, 1201007606
July 20, 1999 -July 31, 2008

New Jersey Certified General Appraiser, 42RG00194200
July 30, 2002 — December 31, 2009

New York Certified Real Estate General Appraiser, 46000039279
May 22, 2000 — May 21, 2008

Virginia Certified General Real Estate Appraiser, 4001 013685

Virgina Military Institute, Bachelor of Arts im Economics, 1972

Completed and passed all courses for the MAI designation under the
dircction of the former American Institute of Real I state Appraisers (now
the Appraisal Institute)
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PROFESSIONAL
TLACHING

EDUCAIIONAL
PROGRAM
DEVELOPMENT

Prescntations.

Certified under the Appraisal Institute’s voluntary program of continuing
education for s designated members MAIs who meet the mmimum
siandards of this program are awarded penodic educational certification

Approved Appraisal Institute nstructor for the following Valuation of
Conservation lEasements coursc; Case Studies m Highest and Best Use,
Parnal Interest Valuation — Divided, Partial Interest Valuation —
Undivided seminars.

Apprawser continuing education mstructor for the Ohio Association of
REALTORS (1995) and for the Wisconsin Association of REALTORS®.
(2000)° Market Analysis and Highest and Best Use; Transitional
Properties

Instructor for Reporting the Results of Forestland Appraisals coursc,
Duke Unuversity School of the Environment, 1993, co-mnstructor for
Valuation of Timberlands semunar, Duke University School of the
Environment, 1987; panel member at the Fourth I'imberland Marketplace
Confercnce, Duke University, 1985

Course co-developer of the Appransal Institute's Conservation Eascment
Ceruficate Program.

Developer of Appraisal Institule scminars Partial Interest Valuation —
Dwvided. Partial Interest Valuation — Undivided (1999); Highest and
Best Applications (1995); Subdivision Analysis, revision (1993),

Developer of the Appraisal Institute’s Report Writing and Valuation
Analysis coursc (1986) and of AIREA's Real LEstaic Appraisal
Applications state-certification module (1989).

Co-developer of the Appraisal Institute's Timberland Valuation scrnar
(1988).

Conservation casement valuation at the Land Trust Alliance, Madison,
Wisconsin, conference, October 2005

“Comdors and Rights-of-Way, Valuation & Policy,” sponsored by The
Centre for Advanced Property Econorucs and International Right of Way
Association. 2002, “Linear Rights of Way Federal Agency Rent
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PROFESSIONAL
SERVICE

RECOGNITIONS'

Schedules Reforged,” sponsored by the Appraisal Institute for the US
Bureau of Land Management and US Forest Service, 2001

Southwest Florida Land Trust's conservation easement semunar, 1997,
Coastal Georgia Land Trust, Inc ’s conservation cascment scrunar 1994,
Red Hills Conservation Association's Conservation Easements and Estate
Planning program, 1993

Member, Appraisal Journal Review Panel, 2006 -- present
Member, Region U1 Nommating Commutice, Appraisal Institute, 2001

Chair, Education Committee, Chicago Chapter of the Appraisal Instilute,
1997-2000

Member, General Appraiser Board Education Commuttee and Body of
Knowledge Commuttice, Appraisal Institute, 1994

Vice President and President-clect, 1991, Greater Flenida Chapter of the
Appraisal Institute, Chair, Education Commuttee, AIREA Florida Chapter
2, 1988-91

Coordmator, Level I1 Curmiculum Development, 1990-1991, Member,
Division of Curriculum, Apprasal Instiute, 1985-1991, Char,
Development Subcommitice, Appraisal Institute, 1989-1991; Appraisal
Institute

Chicago Chapter of the Appraisal Institute’s Distinguished Service
Award, 1999

Appraisal Institute's George L Schmutz Award in recogmtion of
contributions to the advancement of appraisal knowledge, 1991
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RMI MIDWEST. CHARLES W. (SANDY) REX 111, MAI
PROJECTS & ASSIGNMEN1S: RAIL. CORRIDORS

NO1E: To maintain confidentiality, clicnts have not been individually 1dentified; however, they include
prisale transportation corporations, siaie agencies, aitorneys, and not-for-profit conservation

groups.

Central Oregon
Valuation of transmission tine easement across tribal reservation, as well as go-around costs
07-100

Miumi to Jacksonwlle, I'lorida
Valuation of an entire regional railroad including going concern and rolling stock

UP v, Kendall Morgan
Consultauion on underground pipeline easement
05-250

High Line (south of 30™ Street), Chelsea; New York City
Valuation of an inactive rail line air rights corndor in lower Manhattan
05-240

Brooklyn-Queens Expressway; Phases [ & I1, New York City
Valuation of partial taking of a secondary line in the Borough of Queens
03-340/00-180

Long Island, New York
Valuation of power hine casement within LIRR night-of-way
06-130

De Land to Kissimmee, Florida

Valuation of mamlne running from De Land through downtown Orlando to Kissimmee,
mcluded some yards Valuation of track improvements

06-260

St. Louis County, Missouri
Valuation of aertal occupancy within a mainhine corridor through the city of St Louss suburbs
07-120

Miami to Homestead, Florida

Valuation of industrial lead and two spurs, running from hMiami International Airport
to Homestead Valuation of track inprovements

06-250

Framingham-to-South Sudbury, Massachusetts
Valuation of NITU
05-310

C My DocumentAALMIN DOCSEXP RAIL CORRIDOR PROJECTS wpd
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PROJEC IS & ASSIGNMENTS: RAIL CORRIDORS

Bergen and Passaic Counties, New Jerscy
Valuation of partial corridor acquisition for mass transit
06-150

Norfolk Southern v. Umion Electric Company; St. Louls
Aenal cornidor within railroad right-of-way
05-270

VIBTA; New Bedford to Falls River, Massachusetts

February 2007
10 miles

November 2006
573 miles

Seplember 2006

Valuation and negottation consultation for the sale of an active rail corridor to a mass transit agency 0= mules

04-240/06-120

Tygari-to-Bergoo, West Virginia
Consultation and valuation of corridor and rasl improsements
04-270

Norwalk, Conncecticut
Valuation of abandoned corndor
05-340

De Land-to-Kissimmee, Florida
Valuation of mainline cornder Lxiends through downtown Orlando
05-300

Lynchburg, Virginia
Valuation of a prpeline casement withm rail corndor
05-220

Boston-to-Worccester, Viassachusells
Mainhne saluation including land and rail improvements
05-350

Bloomington-to-Indianapolis, Indiana

Rent estimate for a propesed occupancy 1o be used in negotiations with a municipalily
Chient 1s a midsized regional rail compan v

06-100

North of Roosevelt Road; Chicago

Update of valuation of vacant, former rail yards with a highest and best use as residential
development, near central business districs of Chicago

05-330

St. Lows, Missour:

Aenal corndors within railroad nights-of way
05-260

C My DosamentADMIN DOCSAEXP RAIL CORRIDUKR PROJECTS wpd
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PROJECIS & ASSIGNMENTS: RAll. CORRIDORS

Poughkeepsie & Hospital industrial track; Duchess County, New York
NITU ra1l road valuation

Etowah-to-Copperhill improvemenlts; I'ennessee
Valuahion of rail improvemenls

Blenheim industrial track; Sarnia Subdivision, Ontario, Canada
Valuauon of corndor and rall improvements

Cordova-to Memphis bridge; Tennessee
Valuation and reproduction costs of a rail road brndge

St. Petersburg, Pincllas County, Florida
Segment of ra1l line to be abandoned for rail-to-trail purposes, NI1U

Carpendale, West Virginia
Corridor valuation, including tunnel and bridge
04-190

Norlolk Southern Rail corridor, Toledo, Ohio
Valuation of a rai! corndor as part of a municipal water main projcct, pipeline casement

Highway 41, Selma, Alabama
Valuation of land and track improvements for bargain sale

North Bergen, New Jersey
Prehminary valuation of a 10,000-lincal-foot-by-10-foot scwer easement

Etowsh-to-Copperhill bridpe; Tennessee
Valuation of 33 bridges

Gibson Yard, Lake County, Indiana

Moorman-to-Wilson Station; Kentucky
Yaluation of line to be abandoned

Central Electric, Williamsburg, South Carolina
A participant in a court-appointed pancl for the valuation of an aenial crossing casement
over the railroad

Pompton line; New Jersey
Valuation consultant for the valuation of a partial interest purchase of a pipeline casement

Sheepskin I'rail
Valuation of tee-owned parcels ol an abandoned rail corndor

C'My Documments\ADMIN DOCSAEXF RAIL CORRIDOR PROJECTS wpd
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September 2005
60+ miles
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February 2004
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30+ miles



RMI MIDWES1: CHARLES W, (SANDY) REX 1II. MAI
PROJECIS & ASSIGNMENTS. RAIL CORRIDORS

Wabash line, Indiana
Estimate of net iquidation value of a rai line

West Shore; New York
Prehiminary valuation of an industrial track in Upslate New York

Alma-to-Elwell; Michigan
Preliminary valuation of a rail line in central Michigan

Shenandoah subdivision, Virginia
Preliminary valuation of an industrial lead 1n Northern Virginia and West Virginia

Loerain-to-Lester line, Ohlo
Valuation of land and track improvemnents

Predmont Subdivision, \ irginia
Prelimmmary valuation of an active Class | rad cornidor

Ft. Wayne, Ohto & Indiana
Preliminary valuation of an active Class | rall corndor

Rails-to-Trails
Valuation memorandum on the market value of reversionary interest donations
under the National Trails System Act

Selma-to-Myrtle Wood, Alabama
Prelimmnary valuation of an active Class I rail cornidor

Hoopston; [linms
Preliminary valuation of a short industrial track

Henning-to-Rossville junction; Illinos
Prelrminary valuation of an industrial track m easl ceniral lllinos

Shepherd Branch; Washington, DC
Estimate of market value for negotiations with the District of Columbia
and federal government Included the valuation of current and future occupancies

Limedale; Indiana
Market valuc estimate of an industrial lead track in west central Indiana

Old Road, Louisville-to-Winchester, Kenlucky
Preliminary valuation of an active Class | rail corndor

W&P; Pennsylvama

Market valuation of an industnal lead track running from south Puisburgh
to Washington, PA
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December 2003
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August 2003
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August 2003
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PROJECIS & ASSIGNMENIS: RAIL CORRIDORS

Alabama Power; Lee Couniy
Valuation of an acrial casement crossing a Class | railroad corndor Condemnation

Alabama Puwer; Elmore County
Valuation of an aertal easement erossing a Class [ raslroad corndor Condemnation

Baldwin County
Valuation of an aenadl easement crossing a Class I railroad corridor Condemnation

Etowah-to-Copperhill: Tennessee
Consultation on the donation of an abandoned hine for rails-to-trails

Lake Subdivision, Indiana
Market value estimate for a through-track 1n a heavy industrial arca

Blue Island; [linois
Consullation on an acgquisttion

Bridge; Chinton, Indiuna
Valuation of active railroad bridge

Alabama Power; SL. Clair Counly
Valuation of an acrial casement crossing a Class | railroad corridor Condemnation

Nashville Electric Services
Valuation consultahon and cstimate of corridor factor for an aerial taking over
an industnial lead corridor 1n Nashwille, valuation consultant in mediahon

Northwest Highway, northwest Conk County
Condemnation for a portion of a corrdor for highway expansion

New Jersey Transit Authority; northern New Jersey
Valuation and negotiation consultation for the sale of several cornidors or portions of cornidors

10 @ mass transit agency

Union Pacific v. Sante Fe
Valuation of 1,800-mle lease of subsurface nghts

Blue Ridge Tunnel; Afton, Virgima
Valuation consultation for active railroad tunnel

Perth Amboy Run Track; Middlesex, New Jersey
Valuation for the sale of a railroad corndor

Crescent & Wedge Corridors; Washington, DC
Valuation for potential sale of two corndor segments 1n urban area
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RMI MIDWEST: CHARLES W, REX 11, MA]
PROJECTS & ASSICNMENTS: RAIL CORRIDORS

Chicago-to-Detroit corridor March 2002
Prelimmary valuation of 4 mamn line cornidor 260 miles
Loup Creek Brunch: West Yirginin March 2002
Valuation for the sale of active and abandoned corridors 30+ miles
PSEG; Ncw Jersey February 2002

Valuation of proposed underground easements for two 340-kv gencralor leeds
Includes valuation of underground rights m a tunnel under the Palisades

liinois/Indiana Line 10 Olin, Indiana January 2002
Net hiquidation value of mactive rail line for application for abandonment to STB 593 miles
High Line, Chelsea; New York City 2001
Valuation of an wnactive rail line in lower Manhattan of an air rights corridor 2 miles
Weymouth industrial track; Quincy, Viassachusetts 2001

Valuation and consultation for a corndor for sale lo a mass transit agency

Chambersberg, Pennsylvaaia pI101]}
Consultation on the valuation of a ratl corndor

International bridge 2001
Consulung for the purchase of a portion of a corridor from a Class I railroad

FED RR v Dade County, I'londa 2001
Consulting on cornidor faclors for 2 condemnation taking from a smaller raiiroad

Downtown Orilando, Flunida 2001
Valuation of an active, 2 5-mile, mamline cornidor through Orlando’s central business district 2 5 miles

Part:al teking

Boylan Junction; Raleigh, North Carolina 2001
Valuation and negotiation consultation of an industrial lead comdor Sale clesed in June 2003 12+ mules
Falstafl Brewery; Indiana 2001

Abandoned industrial property consisting of four parcels Valuation for purchase negotiatnons 1o expand a rail
yard

Short line ratlroad; New Castle, Indiana February 2000
Across-the-fence valuation of railroad nght-of-way 21 2 acres
Union Pacific property; Lauke County, 1llinois January 2000
Valuation of part of a ratlroad corridor, using an across-the-fence method 0 86 acre (37,638 square fect)

Valuation of surface and aenal rights To be used in sale negotiations

€ My Documems\ADMIN DOCS\EXI® RAIL CORRIDOR PROJECTS wpd 6
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RMI MIDWEST: CHARI ES W. REX 111, MAT
PROJECIS & ASSIGNMENTS: RAIL CORRIDORS

TransFlo facility, 2721 161" St., Hammond, Indiana
Valuation of sile used for 2 matenal transfer facility {offloading of matenials from railroad
tank cars to tank trucks) Highest and best use 15sues involved spectfic industrial uses

Lehigh Greenway Rail Trail: Flagler County, Florida

Obsolete rail hinc abandoned since the 1950s, valued for possible purchase by the State of Flornida

Mulnple highest and best use 1ssues duc 1o vaniance of uses along the property’s length

(such as a utility corndor, public trail, additional land for residential lots, future development)

Involved evaluation of worth of old track

B&OCT Connection: Commonwealth Edison property, Bridgeview, Illinois
Valuation of vacant industrial property in for rail line easement, before-and-after valuation
techmique used Analysis of south Chicagoland industrial market

B&OCT Connection: 3M Property; Bridgeview, Illingis
Valuation of vacant industrial property in for rail linc casement, beforc-and-after valuation
technique used Analysis of south Chicagoland industriat market

Cuck County Forest Preserve Property; Riverdale, 1llinois
Valuanon of property zoned both conservationfrecreation and industrial for railroad
line expansion

Damen Ave. & 74% §(., Chicago

Proposed railroad nght-of-way easemenl m older industrial area Valuation followed
Illinois condemnation law Lxpert witness testimony

CTA property
Valuation of industnial property for railroad line expansion

UPS Parcel; Bedford Park, [linois
Valuation of vacant industrial site for railroad line expansion

South of Roosevelt Road, Chicago
Update appraisal of vacant former rail yards, residential development highest & best use

Porier County, [ndiana
Abandoned rail yard, with some mined areas on 11 Valued for use i purchase negotiations

South of Roosevelt Road; Chicago
Vacunt former rail yards with a highest and best use as residential development

North of Roosevelt Road; Chicago
Vacant former rail yards with a highest and best use as residenuat development

€ WMy Docunent"ADMIN DOCSAHXP RAIL CORRIDGR PROJLCTS wpd
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May 1999
159 acres

April 199%
198 52 acres

April 1999
0 28 acre

April 1999
041 acre

March 1999
143 acres

February 1999
0 71 acre

February 1999
November 1998

1175 acres

February 1997
30+ acres

August 1996
February 19%6
25 acres

September 1995
5.6 acres
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APPRAISER CERTIFICATION AND LICENSURE BOARD
3000 Market Street NE, SUITE 541
SALEM, OREGON 97301

TEMPORARY PRACTICE REGISTRATION NUMBER: TNR1662

CHARLES W REX 1lI
RMI MIDWEST
1200 CENTRAL AVE
WILMETTE IL 60091

POSSESSES A CURRENT AND VALID CERTIFICATE TN I'HE STATE OF

ILLINOIS
153-000785

AND HAS COMPLIED WITH THE REQUIRFMENTS OF CHAPTER 674 AN CHAPTER 161 OF 7HE DREGON APPRAISER

CERTIFICATION AND LICENSURE BOARD ADMINISTRATIVE RULES TO QUALIFY TO RECLIVE A TEMPORARY
PRACTICE PERMIT 10 OPERATE M THE STATE OF OREGON IN YHE CAPACITY OF A

STATE CERTIFIED GENERAL APPRAISER

YOU ARE AUTHORIZED TO aPPRAJSE THE FOLLOWING PROPERTIES WITHIN [HE SCOPE OF THE
ABOVE LICFNSE LEVEL TN THE STATE OF OREGON IOR

Client: RailAmerica INC

Properties:
111-mile rail corridor (known as "Coos Bay Line"

_in Lane, Douglas & Coos Counties,
{The line runs between Danebo (W Eugene) and Cordes, OR

[See Attached Map]

EFTECTIVE T'HIS 22 DAY OF MAY, 2008

o2y

R A {Bab) KEITH 4DMINISTRATOR
OREGON APPRAISER CERTIFICATION AND LICENSURE BOARD

o = p—
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Port Valuation Sections

Port Section] Mile Start | Mile End |Value Unit Area acres Gross Value
i 1 _ 65111 651 12| 1 041 $0.00
_ 2| 65212 652 20| 2 0.99 $0.00
L 3 652 20' 652 22 1! __ 028 $0 00
4 652.22 652 72 2 612 $0 00
_51 65272 653 11| 13 561, _$145,860.00
6 653 11} 653.15 1 065 $0 00
. 7 653 15 653 57 6 1052| _$4,734.00]
- 8 653 57 653 58 1 .. 017 _ $0.00
9 653.58: 653.79 6 344 __$1,548.00
10 853 79 653 83 1 053 $0 0D
i 11 653.83 654 12 2 ____3.85, $0.00
12 654 12 654 66 2 6.59 $0 00
__ 13 654 66 654.98 6 893 $4,018 50
. __14| 65498 654 99| 1 012 $0 00
15| 654991 65524 6 443 $1,993.50
| __ 18 655.24 657.29 2 3778 $0.00
_ __17 65729 657 30| 1 012 $0.00
_ 18, 657 30 657 61 2 3.73 $0.00
) 19 657 61 657 62 1 012] $0.00
20 657 62 657.78 3 194 $0 00
= 21| 65778 658 34" 2 7 56 $0 00
22° 65834 659 08I 7 1121, $42,037 50
23 659.08 659 20, 8l 178 $0 00
24 659.20, 659 21 1] 0.13 $0.00
25 - 659.21 659 45 8 2 94 $0.00
L 26 659 45 659.58 8 1.54| $0 0D
27 659 58| 659.70] _ 8 140 _ $0 00
. 28 659 70 659 75 2| 0.59 $0 00
__ 29 659 75° 660 25 8| 6.06 $0 00
_ 30 660 25 660 26 1 oM $0 00
3 660.26 660 67 8 _1508|_ $0 00
32 660.67 660 68 1 0 34| $0 00
33 660.68] 660 73 8 167| $0 00
34| 66073 661 00| _ 8 615. _ $0.00
35 661 00 661 29 8 __621 $0.00
36 661.29 661.71| 3 8 84 $0 00
_ 37 661 71 663 20 6, 2121 $12,244.50
38 663.20| 663.33 7 154 $5,775 00
39 663 33 664 02| 6| 965 $4,342 50
40 664 02 664 38° 3 .. 810 $0 00
41 66438 664 69 3 8 79| $0.00
i 42 664 60 665 01 3 7.10 $0 00
_ 43, 665.01 665 24 14 148 $19,240 00
44 665.24 665 25 1 000 $0 00
_ 45 665 25 665 32 14 042f $5,460 004
_ 46 665 32 665 33 1 0.41) $0 00
47 665 33| 665 54| 14 369 $47,870.00
_ 48 665 54 665 88| 3 452 _ $0.00
49 665.88 666.63! 7 13 311 $49.912 50
_ 50 665 22 ! 1 _ 014 $0 00
51 666.63 667.40| 7 10 47 $39,262 50

——— — - -
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Port Valuation Sections

Port Section| Mile Start | Mile End [Value Unit | Area acres Gross Value

52| 66740 667 46 1 069 $000

53’ 667 46 668 35 3 17 60| $0 00

54 668 35 668 36 1 024 $000

55 668 36 669.21 3 20 50 $0 00

56 669.21 669.47 3 842 $0.00

57 669.47 669 94 3 7.32 $0.00

o 58 669 94 671 90 3 3870| $0 00
_ 59° 67190 67191 1 011 $0 00
60 671 91 672 34 3. 7.37. $0.00

61 672 26 672 41 Al 041] $0 00

. _._ 62| &7241 672 95 3 6 54| $0.00
63 67295 67467 4] 29.81] $7,452.50

64 674 67 67510 7 4 99| $18,712 50

65 87510 67555 4] 549  $1,37250

66] 67555 67616 7 14.26' $53,475 00

67 676 16 677.72 3 23 59, $0.00

68 677 72 678 35 3 1137 _So00

69 67835 67952 3l 1778 $0.00

70 67952 68064 4| 1351] $3,377.50

. 71._ 68064 68355 3! 40 39! $0 00
T2 68109 681 18 1) 029 $0 00

73 683 55 684 15 4] 6.97 _ $1,742 50

74 684.15 684.68. 3 1304 $0 00

_ 75| 68528 686 62 4 2191 $5,477 50
__..__76| 68662 689 33 3 63 41 $0.00
77,  68933| 68965 4 5.75 __$1,437.50

- 78a; 689 65| 69115 3! 23 47 $000
78b 690 88 691 10 LI %000

79a 691.15 694 82 3| __ 58 24| $000

79b 694.35 1 036 $000

80 694.82]  694.84| 1 021 $0 00

_ . __ 81 69484 695 05 4 255 $637 50
82 695,05 695.49 7 534 $20,025 00

83 69549 696 66! 3 16 23 $0.00

84| 69868] 69671 1] 0.7 $0.00

85 696 71 696 84 7 161 $6,037 50

_ __86[_  696.84 697 23 7 9 50! $35,625 00
871 697 23 697 78 7N 8.06, $30,225 00

88 697.78 697.89 14| _ 151 $19,630.00

89 697 89 698.00 14 178 $23,140 00

) 90a, 69800 698.38 14 443 $57,590 00
- 90b 698 11 1 012 .. S000
_ 91| 69838 698 85 3 982 $0.00]
92 69885 69975 7. 1132 $40,384.00
93a 699 75 70162 .3 34.50 _ $0 00

93b 700.40 ) 1 0.14] $000

84 701.62 701 82 7 2.39 $8,962.00

95 701.90 1 0.14 $0 00

_ 96/ 70182 702.14 2 382 $0 00
] 97 70214 702 25, 7 138 $5,175.00
98 702 25! 702 80 3 6 67 $0 00




Port Valuation Sections

Port Section| Mile Start Mile End _ Value Unit Area acres Gross Value |
98| 70280 70286 7 069 _ $2,587.50
100| ~  702.86 70360 4 8 97 $1,668 50
101 70360, 70372 7 145 $5,437 50
102 703.72 703 771 3! 064 $0 00
103 703 77 703 90 1 163 __$6,112 50
104 703 90 704.20 3 440 $0 00
105] 704 20 704.36] _ 7 199 $7.462 50
106| 704 36 704 74 3 544 $0.00
107 70474 705.04 7 659 $24,712 00

. 108 705 04 705 44' 3 127 $0.00
109; 705.44 705 55 7 2.69 $10.087 50
110 705.55 70555 1 0.23 $000
111 70555; 70591, 3 6 58 $0 00
112, 705.91 706.08. 7] 319] _ $11,96250
113 70608 706.09 1 013 $000
114 706 09 706 21 7 235 $8,812 50
115 706 09 707 07 3 1678 $0 00
116 707.07 707 55 3 19.91 $0 00
1171 707.55 708 40 3 10.69 $0 00
118 708 40 708 99 3 758 $0.00
119 708.99 709.02 3 0.48 $0 00
120 709 02 709 17 3 232 $0 00
121 709 17 709.71 3. 1095 $0.00
122 709 71 710 28 3 988 $0.00
123 71028 710.29| K] 014 $0 00
124 710 29 710.39 2 137 $000
125 710 39 710 54 7 1.95 $7.312 50
126  710.54 710 88 3 410 $0 00
_o12r 710 88 710 98| 7 128 _$4.80000
128 710,98 713 90 3 21.69! $0.00
120 711.16 711 16] 1 0.07. $0 00
130 713.90 714 26 2 _ 6.51] $0 00
131 714.26 714 26| 1, 0.09] _ $0 00
132 714 26 714 44 i 3.32| $12,450 00
133 714 44 714 59| 7 2.70| $10,125 00
134 714 59 714 84 3 302 $0.00
135 714 84 715.31 3 574 $0.00
136 715 31 715.77] 3 5.56 $0 00

. 137 71577 71595! 3 315 $0 00
138 715.95 716.02! 3 0.84|_ $0.00
139]  716.02 716.03] 1| 0.09 $0 00
140 716 03 716 22 2 181 $0.00
141 716 22 716 37| 2 183 ] $0 00
142 716.37)__ 71641 1 _152 $0 00
143 71641 716 43 17 021 $10,290.00
144 71643 71656 1 000 ] $0 00
145 716.56 716 92 ] 434 $0 00
148! 71692 717 03 1 1.76 $0 00
147 717 03 717.801_ 3 13.70' $0 00
148 71780 718 10 3 399 $0.00
149, 71810, 71876 3 8 07 $0 00




Port Valuation Sections

Port Section” Mile Start , MileEnd |ValueUnit __ Areaacres _ _ Gross Value
150 718.76| 71882 3 078 $0 00
_ 151 718.82 71903 2 255 $0 00
152 71903 71904 1 040 $0 00
153 719.04] 72020 3 1778 $0 00
154 72020 72031 4 180 $450 00
155 72031 72031 _ 1 017, _ $0.00
) 156 720 32 72075 3 5.42 $0 00
| 157 720.75 72115 _ 3 790 - $0.00
158 721.15) 72153 3 465 $0.00
_ 159 72183 72164 3 143 $0.00
160 72164| 72302 3 18 57 $000
_ 161 72302 724 33 3 16.60 $0 00
162 72433 _ 72453 9[- 259'  _ $9,712.50
163 724 53 724 67 17 173 $84,770 00
164 724.67. 72476 12 110 $5,500.00
165 72476| 72480 9 048 $1.800.00
166 72480 72518 9 490 $18,375 00
167 72518 72543 12 385 $19.250 00
__1e8 72543 725 91| 3 742 $0 00
169 725 91 726 12 1 000 $0 00
170 726.12 72630 12 264! $13,200.00
171 726.30 726 47 11. 0.00 $0 00
172 726 47| 726 90, 3 5.02 $0 00
173 726.90 72704 121 156 $7,800.00
174 727 04 727 18 3 166 $0 00
175 727 18 727 22 17 _049 $24,010 00
176 727 22 727.33' 17 140 $68,600 00
177: 72733 72758 1 292 $0 00
. 178, 727 58 72772 3 169| $0 00
179 727.72' 72795 3 275 $0 00
180 72795 72797 3| 030} _ $0.00
183 727.97 730 56 3 46.97| $0 00
182 73056/ 73080 1 4.82| $0.00]
183 730 82 73163 3l 15 05| $0 00
184 73163 73212] 1 7.89, $0.00
. 185 73212 73368 3 28.40 $0 00
. 186 733 68 733 86 1 331 $0 00
187 73386|  733.99( 3 235 $0.00
188 73399| 73422 1] _ 4 11 - $0.00
189 73422| 73449 3 637 $000
. 190 73449 73478 3 3.57 $0 00
191 734.78 73571 3 17.361 $0 00
192 735.711| _737.04 3 24 57. $0.00
193 737 04! 73716 3 219 $0.00
194 737 16| 737 44: 14 5.09| $66,170 00
195 73744 73773] 3 5.80! $0.00
_ 196 73773 738 41 3 13.00] $0.00
. 197 738 41 738 66 10 4 51 $11,273 50
198, 738 66 738 67 _.h 017 $0 00
199i 73867 73877 10| 183 $6,862 50
200. 73877, 738.99 10; 399 $14,962 50




Port Valuation Sections

Port Section| Mile Start | Mile End 'Value Unit Areaacres  Gross Value
.20 738.99° 739 91 2 11.67 ___$0.00
202 73991 73993 15 0.35 $20,617 00
203 73993 740 06 15 1.72 $101,318 32
s 204 74006( _740.14 15 1.71) $100,729 26
205 740 14 740 28 15! __1.25] $73,632 50
208 740 28 740.30 1 000! $0 00
207 740 30 740.44 15 068 $40,056 08
. __ 208' 74044 740 47| 1 000 __ $0.00
__209. 740.47, 740 55 15 040 $23,562.40
210]  740.55 740.85 2 5.20 ___$000
21 740 85 742.55 2 36 30 $0 00
‘ _ 212 74255 742.76 2 379 $000
213 74276| _ 74299 10} 4 51 $16,912 50
214 742.99 743 00 1 021 $0 00
. 215 743.00 74325 2i 466 $0.00
216 74325 743 51| 10 502 $18,825 00
217 743 51 743.89 3 230, $0 00
218a 743 89| 744 55 3 11.36( _ $0 00
218b| _ 74389 744 55 1 089 $0 00
219 744 55 744 90 4 7.71 ___$1,92750
220 744 90 745 46 3 14.26' $0 00
221 745 46 745 67 3 1156 $0 00
222 745 67 746.43; 3 960 $0 00
| 223 746.43 747 96! 3 ___ 4819 __%0.00
224 747 96 74797 1 017 $000
225 747 97 748.64 3 949 ___$o00
226 74864| 74908 1 742 $0 00
227 749.08| 749 34 3 379 $0 00
. 228 749.34 748 46 5 2161 $10,800.00
229 74946(  749.87 3 7.99 $0.00
| 230 749 87 750 061 1 . ___%0.00
231 750 06 750 38 3 7.67 $0 00
232 750 38 750.46 4 101 $252 50
233 750 46 750.79! 3 6 52 $0 00
234 75079 75117 3 572 $0 00
235 751.17 751 28, 3 276 $0.00
236" 75128 75159 16! 742 $0 00
237 751.59 = 75169 16 223 $0 00
238 751 69 75198 16 4.84; $0 00
_ 239 751 96 752.09 16 062j $0 00
240 752 09 75213 16" 020 $0.00
241 752 13 752,14 A 007 $0 00
242 752 14 752.19| 16 0.25 $0 00
___ 243 752 19 752 37| 16] 0.85 ____ %000
244/ 752.37] 75242 16 019 $0 00
_ 245 75242 752 54| 16 055 _ ._$0.00
246 752 54 752,78 16 586 $0 00
247 752.78 752 97| N 337 $12,637.50
‘ _ 248 752.97 753 01 1, b7 $0.00
. 243 753 01 753 11 1 1.66| $0 00
250 753 11 753.73 2 9.20| $0 00|




Port Valuation Sections

Port Section' Mile Start | Mile End !Value Unit Area acres Gross Value

2541  753.75 75396 11, 468  $17,550 00

252 753 96 753.97 1 021, $0 00

| 253 75397 75465 2| 12.381_ S0 00
254 754.65; 75517, 2 8 67' $0 00

255 75517] 75578 _ 2 10.51 $0.00

256 76578 75608 @ 2 544 $0 00

257| 756 08 756 21 2 246 $0 00

258 756 21 756.31 12 179 $8,950.00

259 756.31 756.40 11 214 $0.00

260 756.40] 756 41! 1 023 _ _$0 00|

261 756 41 756 43" _12 069 $3.450 00

262 756 43 756 65| 1 542 _ $0 00

263a 756 65 756 78 11 3.12 $0 00

263b 756 75. 756 75 1 029 $0 00
264 756.78 756 89 1 272, _$0.00|

265 75689, 75705 11, 284 $11,025.00

. 266 757.05] 75733 2 504 $0.00|
"267| 75733 75738 1 090 $0 00|

268 757 38 758 10 2 11 56 $0 00

269 758 10 758 57| _ 2 12.47 $0 00

270 758 57 759 14| 2 591 $0.00

2711 75914 75930 @ 2 3 39, _50,00

272 75930 759 31 1 017 _ $0 00}

273 759 31 759.44: 2 241, $0 00

274 759.44 759.53 11 172 $6,450.00|

275 759 53 759 96 2. 10 82 $000

276| _ 75996 76215, 2 37 94 ~$0.00

277 762 15 763 13| _ 2 21 62 $000

| 1,850 80| $1,670,129 06







MEMO
December 14, 2000
RE  Railroad Appraisal Discussion with George Ross of A & K Railroad Materials

George explamed that this company purchases abandoned railroad lines, salvages the matenal and
then sells off the remaining right-of-way They typically hold on for ATF values and the sell-off time
1s about three years although it can be longer He acknowledged that some portions of the right-of-
way do not ever sell and these are typically wetlands or portions sandwiched between ditches that
have no access or use He also mentioned that they have vartous games they play to created or
enhance demand, such as proposing a snowmobile trail along the nght-of-way He 1s of the opimon
that most right-of-way eventually sells

When they analyze the value of abandoned right-of-way land they typically consider sales costs,
holding costs and bring it back to a present value The discount rate they utilize 1s 14% which he said
was typically an industry standard that accounts for the extraordinary nsk involved with selling ofl’
abandoned nght-of-way Regarding sales costs, he said this 18 typically 10-15% but varies depending
" onthetype of property In an urban setting it would be less than 10% and in a rural setting 15% is
more adequate considening the low value of property mvolved
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Public Version

BEFORE THE
SURFACE TRANSPORTATION BOARD

Oregon International Port of Coos Bay—Feeder Line
Application—Coos Bay Line of the Central Oregon &
Pacific Ranlroad, Inc.

Finance Docket No. 35160

N Nt St Nt

VERIFIED STATEMENT OF PATRICIA L. CHAPMAN

My name is Patricia L. Chapman [ am a partner in the law {irm of Gleaves Swearingen
Potter & Scott, a law firm located in Eugene, Oregon and established in 1924. My business
address is 975 Oak Street, Suite 800, Eugene, Oregon 97401, I am currently a licensed member
ol the Oregon State Bar and of the California State Bar. [ received a B.A. 1n Political Science
from the University of California at Berkeley in 1979 (summa cum lawde and Phi Beta Kappa)
and a J.D. from the University of San Francisco in 1982. I have practiced law for approximately
25 years, in Oregon for approximately 20 of these ycars, and for much of that time I have been
cngaged in the practice of real cstate law. | was a member of the Executive Commuttee of the
Orcgon State Bar's Real Fstate and Land Use Scction for several years and 1n 2006 scrved as the
Chair of the Real Estate and Land Usc Section of the Oregon State Bar.

The purpose of this Verified Statcment is twolold: first, to explain the process undertaken
by me and other attorneys in this firm under my supervision (referred to below as “we™. “us™ and
“our™), to detcrmine whether fee utle was conveyed to the Central Oregon & Pacific Railroad,

Inc (“CORP”) for the parccls comprising that portion of CORP’s “Coos Bay Subdivision™ that

1s the subject of the Fecder Line Application filed by the Oregon International Port ol Coos Bay

-l-
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Public Version

(“Feeder Line Segment”); and second, to address the scope of the language sct forth 1n the
original deeds from SPT to CORP providing that “[n]o permanent building, structure or fence
shall be erected or maintained by Grantcc on or over the Communications and Pipeline Fasement
Property which would obstruct or interfere with any then existing or planned Microwave
Facilitics or other communications facilities or pipelines of Grantor located on or planned to be
located on the Communications and Pipeline Easement Property” (the “No-Build Clause™). To
determine whether fec title was conveyed to CORP with respect to cach parcel comprising the
Feed Line Segment, we reviewed CORP’s Title Maps and the Schedules of Property noted on
thosc Title Maps for each of the parcels comprising the Feeder Line Segment (respectively, “Val
Maps™ and “l.and Schedules™), as welt as several hundred conveyance documents listed in the
I.and Schedules. Based on our review of those documents, and on our review and analysis of
Oregon law pertaining to those documents and the nature of the title purported 10 be conveyed
thereby, we determined which of those documents purported to convey fee title to the railroad
grantee therein, which of those documents purported to grant an interest to the railroad grantee
therein that was less than a fee uitle interest (such as a mere easement), and which of those
dovuments purported to grant a fee interest to the railroad grantee therein that was subject to a
public night of way or timber restriction. A summary of that review is set forth in the “CORP —
Coos Bay Feeder Linc Scgment Title Documents Summary™ attached hereto as Attachment 1.
We also reviewed the spreadsheet entitled Coos Bay Title — Feeder Line Summary, which
was prepared and provided to us by RMI Midwest (“Appraiser’s Summary™). A copy of the
Appraiser’s Summary is attached hereto as Attachment 2. Based on our review of the documents
and our review and analysis of applicable Oregon law described in the preceding paragraph, we

have advised RMI Midwest: (a) that fee title was conveyed to the railroad with respect to each

2-
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Public Version

enumerated parcel in the Appraiser’s Summary with respect to which the word “Fee™ appears in
the Appraiser’s Summary column entitled “Title Description,” (b) of parcels comprising the
Feeder Line Scgment with respect to which the documents reviewed by us purported to convey
less than fee title to the railroad grantee therein or purported to convey fee title subject to public
rights of way or subject to timber reservations, and (c) of parcels comprising the Feeder Line
Segment that appear to be subject to a sovercign claim by the Statc of Oregon for lands lying
below the mean ordinary high water mark of navigable watcrs.

Regarding the No-Build Clausc, based both on the plain meaning of the wording of the
No-Build Clause and on the application of Oregon law to the interpretation and effect of
easements and equitable servitudes such as the No-Build Clause, the owner of the land subject to
thc No-Build Clause would not be prohibited outright from building (or otherwise using and
enjoying) the subject property. but rather would only be prohibited from placing a pcrmanent
building or structurc on property subject to the No-Build Clause if, “it would obstruct or
interfere with any then cxisting or planned™ microwave or othcr communications faciliues or
pipelines. As to future construction of microwave or other communications facilitics or
pipelines, the No-Build Clausc on its face limits the landowner’s obligation to relocate “any
temporary material or obstruction,” Conversely, if the “obstruction” to a future installation of
pipeline or communications facilities 1s permanent (such as a building constructed on the
property at a time at which no such pipeline or communications facilitics were cither “existing”
or “planned™ ), the casement holder may not require the landowner to relocate it and instead the
cascment holder would need to work around the permanent improvement in installing such
pipeline or communications facilities in the future. The plain wording of the No-Bwild Clause is

consistent with our interpretation of Oregon law. which we view as having repeatedly held that

-3-
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the use of an cascment is limited to what is reasonably necessary for the casement’s intended
purpose and that the landowner also has a right to make reasonable use of the landowner’s land
(See Craft v Weaklend, 174 Or App 185, 189. 23 P.3d 413 (2001), Watson v Banducci. 158
Or App 223.230-1.973 P 2d 395 (1999). Tooker v Femnstem, 131 Or App. 684, 687, 886 P 2d

1051 (1995). Chevron Pipe Line Co v De Roest, 122 Or. App. 440, 445, 858 P.2d 164 (1994) )

VERIFICATION
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contect  Further. | eertly that Tam quahified and authorized 1o file this veniiied statement
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SURFACE TRANSPORTATION BOARD

Oregon Intemnational Port of Coos Bay — Feeder Line
Application - Line of the Central Oregon & Pacific
Railroad, Inc

Docket No 35160

R e e

VERIFIED STATEMENT OF ALAN PETTIGREW

My name is Alan Pettigrew. 1 am Vice President-Purchasing for RailAmerica, Inc.
(“RailAmerica™) [ have 32 years of experience working in the railroad industry, including 20
years with Southern Pacific Transportation Company, more than five years with the Union
Pacific Railroad Company, and more than six years with RailAmerica My business address is
7411 Fullerton Street, Suite 300, Jacksonville, Florida 32256. As Vice President-Purchasing,

[ am responsible for the purchase and sale of railroad track. ties, and other track materials on a
daily basis, on behalf of 41 short ine and regional railroads that operate approximately 7,800
routc miles in 25 States and three Canadian provinces.

The purposc of this Verified Statement is to present my evaluation of the net hiquidation
value (“NLV™) for the track assets on the Coos Bay Subdivision of the Central Oregon & Pacific
Railroad ("CORP™) submutted by the Oregon International Port of Coos Bay (the *“Port”) in this
procceding. The Coos Bay Slubdiwsion that the Port secks authonty to purchase runs between
CORP milepost 763.13 near Cordes, OR, and CORP milepost 652.114 ncar Dancbo. OR. For
purposes of this Statement, | will refer to the line of railroad the Port sccks to purchasc (from MP
652.114 to 763.13) as the ““Coos Bay Subdivision™ or the “I.inc.” The scction between CORP

milcpost 763.13 and CORP milcpost 669.0 ncar Vaughn 1s known as the “*Abandonment

Segment™ in CORP’s pending abandonment procceding. and the segment between Vaughn and
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Dancbo (MP 652.114 to MP 669.0) will be referrcd to in this Statement as the “Vaughn-Danebo
Scgment.”

In addition to my own analysis of the Port’s NLV estimate, I have consulted with two
experts from leading railroad track removal and salvage companies, I. B Foster Company
(“Foster™) and Unitrac Railroad Materials, Inc (“Unitrac™), who provided their independent
analysis of the NLV estimate submitted by the Port. See Attachments | and 2 to this Statement.
[ hereby adopt and incorporate by reference the information and opinions set forth in
Attachments 1 and 2 and their appendices.

Even more important to an analysis of the overall accuracy of the Port’s NLV estimate.
both Unitrac and L.B. Foster developed and provided actual firm and binding offers to purchase
the track asscts of the Coos Bay Subdivision from CORP. See Attachments 1-4. Unlike the R.L.
Banks estimate, which was prepared by a consultant hired by the Port of Coos Bay solely for the
purposes of this proceeding, the actual purchasc offers made by Unitrac and Foster constitute the
rcal-world “net liquidation value” of the track assets of the Coos Bay Subdivision The “all-in”
purchase offer for the track assets (which includes the costs associated with removal, sale or
disposal of those assets) provided by I.B Foster, is $17,609,000. Unitrac’s offer for purchase of
all track assets except bridges 15 $19.504.000.

In summary, my review concludes that the R.[. Banks (“RIL.B") NL.V estimate has
several fundamental flaws that result in gross understatement of the NLV of the Coos Bay
Subdivision [irst, the Port’s NL.V estimate is based on assumptions and cstimates by a
consultant who lacks relevant real world experience n the supply, salvaging, and sale of track
assets, while CORP’s valuation is based on actual purchase olfers from cxpericnced rail salvage

and supply companies. Second, perhaps as the result of its consultant’s lack of relevant real
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world expericnce, the Port’s estimate misclassifies a substanual portion of the rail and other track
material (**OTM™) found on the Line, 1n parl because of the remarkable assumption that none of
the rail on the entire line 1s of relay quality. Third, the Port used outdated metals price estimates,
which arc substantially below current market prices, to cstimate the value of the “scrap” rail and
OTM Fourth. the Port assumes that certain brnidges would have to be removed if the line is
abandoned, and then grossly overstates bridge removal costs  Fifth, the Port significantly
overstates the costs ol transportation of track matcrials to market. Finally, the Port overestimates
the proportion of OTM materials that would be ~lost™ during salvage operations, resulting in a
large understatement of the NLV of those materials. This statement explains my conclusion,
based on those reviews and analyses, that the Port’s ¢stimaie substantially understates the NLV
of the track assets on the Coos Bay Subdivision: provides appropriate adjustments and
corrections to the Port’s NLV calculations; and provides morc reasonable, market-based
estimates of the NLV of the track asscts of the Coos Bay Subdivision.

L. OBJECTIVE THIRD-PARTY ESTIMATES OF NET LIQUIDATION VALUE

In order to develop an accurate, objective estimate of the NLV of the track assets of the
Line, I solicited actual commercial purchase bids from two expernienced, reputable companies
engaged 1n removal, salvage, and disposal of railroad track assets: L.B. Foster Company and
Umtrac Railroad Materials, Inc  Both Foster and Unitrac prepared cstimates of the net value of
the track assets for the Abandonment Scgment of the Coos Bay Subdivision (i e , the salvage
value of the asscts less the removal costs and other associated costs) in connection with CORP’s
Application for Abandonment Authority in AB-515 (Sub-No. 2).

Afler the Port filed its Feeder Line Application. [ asked both Foster and Unitrac 1o
provide an actual binding offer to purchase the assets of the Coos Bay Subdivision, including

both the Abandonment Segment and the Vaughn-Dancbo Scgment. Foster and Unitrac each
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developed purchase offers (covering the removal, salvage. sale. and disposal of track asscts and
associated expenses) for the Line after conducting independent field inspections of the Coos Bay
Subdivision and reviewing track asset inventories provided by CORP Some of the materials
prices used in developing these offers are different (for example some metals prices arc higher)
than the pnces Unitrac and/or Foster uscd in developing the estimates submitted in CORP’s
pending abandonment proceeding This reflects changes in the relevant commodities markets
between late May and carly June 2008 (when Foster and Unitrac provided their estimates for
purposes of the abandonment proceedings) and the present. Both offers include a substantial
profit margin for the offcror.

In my opinion, these actual {irm purchase ollers, developed by two experienced
companies engaged 1n the business of salvaging rail lincs, provide the actual, market-based, net
liguidation value of the track assets of the Coos Bay Subdivision. They arc far superior to the
theoretical estimate prepared by the Port’s litigation consultant RLB. In addition, bascd on my
carelul review and companison of the two purchase offers submitted by L.B Foster and Unitrac
with the NLV estimate generated by RLB, my 32 years of experience in the ficld. and my
ongoing daily experience n buying and sclling rail materials and salvage markets, | find Foster’s
and Unitrac’s purchase ofiers more reasonable, more grounded 1n and consistent with actual
market data and conditions. and more reflective of the actual net value of the subject assets. The
fact that two purchase offers. independently developed using significantly different approaches,
are 1n the same general range of valuc further confirms their recasonableness and grounding in
real market values. The fact that the Port’s NLV is approximatcly 50% of those actual purchase

offers supports my conclusion that the Port’s estimated NIV is unrealistic and not market-based
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A. Unitrac Purchase Offer

Based upon 1its “thorough physical inspection of the entire line, current market prices and
costs and Umitrac’s cxtensive experience™ in this type of project, Unitrac has offered to purchase
the track assets of the Coos Bay Subdivision for a total of $19,580,204, consisting of
$16,367,124 for the Abandonment Segment and $3,213, 080 for the Vaughn-Danebo Segment.
See Unitrac “Bid for Coos Bay Subdivision Track Assets and Evaluation of Port of Coos Bay's
NLV™ (Aug. 22, 2008). Attachment 1 at 1. Detailed line-item information underlying the
Unitrac purchase offer is included in a chart accompanying that offer See Attachment 1.
Appendix 1

The Unitrac offer assumes that the purchaser would not be required to remove any
bridges on the Coos Bay Subdivision. 1 beliceve that is a rcasonable assumption. In my
cxpericnec, rail bridges generally are not removed when a line 1s abandoned, especially when
there is potential use of the roadbed as a bicycle or hiking trail and removal of bridges would
climinate that use.

This particular linc. which runs through rugged scenic country, including forested land
and Oregon’s famous dunes area. might be used as a continuous bicycle or hiking trail, and
removal of bnidges would preclude such a use. The Line might be used as a hiking and biking
trail extending from Coos Bay among State and National Forests, along the edge of the Orcgon
Duncs National Recreation Area and inland to Fugene In fact, CORP has received an
cxpression of interest 1n purchasing the Line for potential trail use from the Oregon Trust for
Public Land See Attachment 10. Without the bridges over the Siuslaw and Umpqua Rivers,
such a trail would not be possible.

I also understand that representatives of the Coast Guard have advised CORP that, if rail

right-of-way is converted to trail use, the Coast Guard will not seek removal of bridges uscd for
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such a trail. so long as the trail owner accepts responsibility for maintaining the bndge See
Attachment 9 (response from Coast Guard headquarners 10 CORP’s questions regarding bridge
removal in the ¢vent of abandonment). And. the Chief ol the Bridge Section of the Coast
Guard’s District Office 1n Seattle told CORP informally that, 11 the Coast Guard did determine
that a bridge span obstructing a navigable waterway should be removed, it is very unlikely that
the Coast Guard would require removal of any bridge structure that did not cross the navigable
waterway That same representative also told CORP that there arc several options for modifving
bridges over navigable waters, short of removal, that may be considerably less costly than
removing those bridge spans entirely

If we determined that bridge removal was required, and CORP decided to proceed with
the Unitrac proposal, we would either obtain separate quotes directly from qualified companies
for removal, or allow Unitrac to do the same, incorporate that value into its overall offer, and
furmsh a revised proposal. CORP obtained a separate bid for the removal of the iwo bridges
from Staton Companics, a demelition company located in Eugene. OR. Staton’s bid offers to
remove the spans over the navigable portions of the Umpqua and Siuslaw River bridges for
$2,065,790. See Attachment 7. If CORP accepted Unitrac’s purchase offer, 1t could also accept
Staton’s bridge removal bid. Staton would then remove the bridges, and Unitrac would remove
and salvage the other track asscts. This would result in an effecttve reduction of the overall
value of the Unitrac offer ($19.580,204) by $2,065.790. to $17,514,414.

B. L.B. Foster Company Purchase Offer
1..B Toster has submitted a firm purchase ofter for the track asscts of the Coos Bay
Subdivision (including the bridges over the Siuslaw and Umpqua Rivers) of $17,599,000. See

Attachments 3-4 (setting forth L.B. Foster's purchase ofler for the track assets of the
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Abandonment Segment and the Vaughn-Danebo segment, and supporting detail) ' L.B Foster's
purchasc offer cxpressly states that it is based upon Foster’s “complete and thorough site
inspection of the entire Coos Bay Subdivision.” As Foster’s general manager summarizes in the
purchasc offer letters,

This is an “all-in™ purchase offer lor the track asscts of the linc,

which reflects our market-based calculation of the “Net

Liquidation Value™ of the line, including all relevant costs (costs of
removal, transportation, disposal. etc.) and track asset values.

Attachment 3. As the supporting detail makes clear, Fosler’s purchase offer includes removal of

the Siuslaw and Umpqua river bridges. See Attachment 3, Appendix 1. Foster determined that
the net cost of removing those two bridges and sclling or disposing of the salvagcable matcrials
would be $2,000,000 See Attachment 3. Foster accordingly reduced its offer by that amount.
See Attachment 3. In my vicw, the bridge component of Foster’s offer should be given great
weight in determining the net liquidation value ol the bridges, because it is an actual market-
bascd firm ofier by an experienced contractor that stands ready to do the work for the price it
olfered.

Foster determined the gross value of the Line’s track assets, set forth 1n the supporting
chart submitted with its purchase offer, to be $28.318,775. See Attachments 3-4. The prices and
costs that Foster used to develop its purchase offer are based on current market conditions and its
own recent experience in actual removal, sale, and disposition ol track assets. See
Attachments 3, 4. For example, Foster used metals prices for which it actually sold the same

classes of salvaged rail in July and August of 2008. Using current prices is important, because

" I note that the supporting data submitted by LB Foster appear to indicate a purchasc offer price
for the Abandonment Segment that is $10,000 higher than the price set forth in Mr. Steinmger’s
purchase offer letter. 1 will consecrvatively usc the lower dollar number ($15.120,000) from the
offer lctter for purposes of my testimony and analysis.
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market prices for relay. re-roll, and scrap rail and OTM have increascd significantly over the
coursc of 2008. As | discuss 1n more detail in the next section, the NLV estimate submitted by
the Port relies on older composite indices that significantly understale current prevailing market
prices Similarly, based on its actual current market experience, Foster determined that the total
liquidation costs for the Line, including a substantial profit margin, were $10,709,775. Foster’s
resulting purchase offer of' $17.599.000 is a market-based NLV of the Coos Bay Subdivision
track assets.

‘o calculate a single NLV for the Coos Bay Subdivision track assets, | averaged the
purchasc offers from Ioster and Unitrac. The Foster offer is for $17,599,000 and the Unitrac
offer is for $19,580,204, resulting 1n an average offer of $18.589.602.% ‘This average of two real
world offers shows the actual NLV of the track assets of the Coos Bay Subdivision.

IL EVALUATION OF THE PORT'S ESTIMATED NET LIQUIDATION VALUE

A. The Port’s Theoretical NLV Estimate Is Substantially Inferior To
The Actual Purchase Offers Obtained By CORP.

The Port’s consullant and witness Mr. Davis statcs that he developed his NLV cstimate
based upon spot chechs of track conditions from road crossings and highways and a helicopter
inspection. In my experience, the only accurate and reliable way to evaluate the condition of
track assets on a line of railroad for valuation purposes 1s by conducting a direct physical
inspecuion of the entire line, usually using a hi-rail vehicle and stopping frequently to conduct

walking inspections and close-up examinations of track assct conditions This was the approach

2 If removal of the bridges over navigable waters of the Siuslaw and Umpqua Rivers were
required, the ellective NLV represented by the Unitrae offer would be reduced by the amount of
the Staton Company bid for removing those bridge spans ($2,065,790) becausce cither CORP or
Unitrac could retain Staton to perform the bridge removal work. This would result in a net sale
pricc of $17,215,114 The average of that pricc and the Foster purchase ofter (which includes
removal of the bndges) of $17,599,000 is $17,407,057.
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followed by both companies that CORP asked to provide a bid for those assets. As

Mr. Steininger of Foster explained, a “complete walking inspection of the linc . . . is the only
method that can accurately assess the condition of the track components. The limited “spot
checking’ approach used by Mr. Davis (the Port’s consultant from RL Banks) cannot gencrate an
accurate assessment of the NLV of a line of rail extending morc than 111 miles ™ See
Attachment 2 (R. Steininger cvaluation of Port NLV estimate). Based on this fundamental flaw
alone, the NLV cstimatc submitted by the Port with 1ts Feeder Linc Application should be
considered wholly unreliable.

A second basic difference between the purchase offers | recerved from contractors
Unitrac and Foster and the NLV estimate generated by the Port’s consultant is that the
contractors’ bids are 1irm, real-world commercial offers to purchase the assets. CORP could
accept either one of the offers, and the sclected offeror would be contractually obligated to
salvage the Coos Bay Subdivision at the offered price. Therelore, both Unitrac’s and Foster’s
bids are disciphined by market requirements. The Port’s estimate is theoretical. created solely for
purposes of this litigation. Because there is no possibility that the Port’s consultants will be
cxpected to perform the salvage work at any price, let alone the price they generated for this
procceding. they are not subject to such market constraints and have every incentive to deflate
the NLV of the Ling.

In addition, the Port’s witness Mr Davis docs not appear to have any real world
experience 1n the actual supply, salvage, distribution, or resale of railway material. His resume
indicates that his railroad responsibilities prior to becoming a consultant were confined 1o track
and bridge inspection, maintenance, and repair — nonc of which involves valuing, supplying,

distributing, or purchasing new or used railroad materials. In contrast, 1 have 22 years’
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expericnce in such matters, 1n addition to another 10 years® experience 1n other railroad
positions. The Unitrac and LB Foster representatives who provided evaluations of Mr. Davis’
analysis have a combined 55 ycars of actual commercial experience in these areas.

I believe that the best way 10 determine the real market value of a sct of assets 15 to
identify the price that a knowledgeable, willing, and able buycr offers, and a similarly
knowledgeable seller is willing to accept. Foster and Unitrac are such sellers who have
submuitted actual firm offers. As the person most responsible for buying and sclling rail matenals
on behalf of CORP and RailAmerica, | would seriously consider an offer for the Coos Bay
Subdivision track assets at an amount in the range of the 'oster and Unitrac offers (presented by
persens with long experience developing real world purchase offers and then performing track
asset salvage jobs in accordance with those offers). In the current market, 1 would not seriously
consider an offer in the range of the RLB NLV. which is approximately 50% less than the range
of the actual purchase offers

B. The Port’s NLV Estimatc Misclassifies the Rail and Steel OTM Assets.

The Port’s NLV estimate misclassifics steel assets, which results in a significant
undervaluation, I was surprised 1o read that the Port’s consultants assumed that none of the rail
on the entire Coos Bay Subdivision was of rclay quality. As RLB wiiness Mr. Davis indicates,
“relay rail is the highest value, and consists of rail that can be re-used in other railroad
applications.” I agrec with Unitrac’s Mr. Wilhoit. who indicated in his evaluation of the RLB
NLYV that it is extremely unlikely that any rail line oI’ more than 100 miles would contain no
relay quality rail. See Wilhoit Letter at 3, Attachment 1. And, in fact, Mr Wilhoit’s inspection
identified relay quality rail totaling approximately 24 percent of the rail in place along the Line

See Attachment 1 at 3.
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As Mr. Wilhoit shows, Mr. Davis™ cxplanations provide no meanmngful support for s
assumplion that the Line contains no relay rail. See Attach. 1 at 3-4 Neither the age of the rail
nor the fact that it may have been used in more than one location is a determinant of whether rail
1s of relay quality. See Attachment 1 at 3-4. LB Foster’s Mr. Steininger further explains that the
age of rail is only relevant to a relay quality determination if the rail was rolled prior to 1936 and
did not usc a “control cooling™ process. See Attachment 2 at 2. Mr Davis claims that some of
the Line’s rail may date (o the 1950s, not to 1936. More important. Mr Davis’ own supporting
table, titled “Summary of Rail Lvaluated,” indicates that all of the main track he evaluated was
control cooled See V' S Davis, Atlachment 1.

Mr. Steiminger’s analysis also refutes the final reason Mr. Davis offers for his across-the-
board assumption that nonc of the rail is relay quality — namely, that rail 1s not classified as relay
if it has more than 4™ of wear Based on his expericnce, Mr. Steininger states that “relay rail
with greater than 4™ wear is supplied to the marketplace on a regular basis.” Attachment 2 at 2.
Mr. Steininger concludes that Mr. Davis® assertion is not relevant anyway, because “all of the
rail that LB Foster classified as relay quahty had Y [inch] wear or less.” Attachment 2

Unitrac’s detailed analysis concludes that the Port’s NLV cstimate misclassified
approximately 5.855 nct tons of relay rail as re-roll or scrap quality. See Attachment 1 at 4, and
Chart 1. LB Foster's independent analysis found that Mr, Davis’ incorrect assumption that none
of the rail is rclay quality understates the Line’s NLV by $5.5 million. This correction alone
would increasc the Port’s NLV estimate {from $8 9 mullion to $14 4 nulhion

I'he Port’s witness also completely misclassified the tie plates on the line Instead of the
three types ol relay tie plates “assumed™ by Mr. Davis (nonc of which are actually present on the

Line) there are six tvpes and sizes of relay-quality tie plates. See Attachment 1 at 5. Mr. Wilhoit
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cxplains that the prices Mr. Davis used to value relay tic plates are also significantly lower than
actual market prices. As a result of these erroncous assumptions, the Davis estimate understates
the market value of the relay tie plates by $1.872,534. See Attachment | at 5 and Charts 2-3.

C. The Port’s Valuation of Track Assets Uses Prices That Grossly Understate
the Market Value of Those Assets.

[he Port’s estimate uses incorrect and outdated metals prices to assign values to the
[.ine’s non-relay quality steel track and O I'M. As a result of those errors. the Port’s estimate
understates the NLV of the | ine by a large margin.

1. The Port Uses Outdated Historical Price Indices Rather Than
Current Actual Market Values for Steel Rail Assets,

The Port’s estimate of the value of scrap and re-roll steel track assets on the Line uses
outdated data that pre-dates the large increase in metals prices since May 2008. The result is that
the Port’s NIV estimate substantially undersalues the non-relay quality rail and O'TM assets of
the Line

One of my job responsibilitics is 1o moenitor market prices for steel rail and OTM
materials Based on my continuing review, I know that metals prices have mcreased
significantly in 2008. particularly during the sccond and third quarters. For example. the steel
price that 1 use as a benchmark {or the {loor on rail scrap prices when 1 evaluate bids for the
purchase or sale of scrap rail — the American Metals Market index for number 1 busheling scrap
steel delivered in Chicago — increased steadily from $600 per gross ton in carly April, 2008 10
$720 per ton in May, to $780 per ton in early June, to $890 per ton in mid-July. before dechning
slightly 10 S850 per ton in late August See Petugrew workpapers, Chart ol AMM Chicago index
from April to August 2008. Thus, from carly April to the present. the AMM 1ndex indicates that
prices for scrap steel increased by approximately 42%. Similarly. the AMM index for “scrap rail
erops, 2-loot maximum™ went from $615 per gross ton in carly April 2008. to $715 per ton in
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May, to $780 in mid-June. dipped slightly to $740 per ton in mid-July and ended at $830 per ton
in late August, representing an increasc of approximatcly 35%. See Pettigrew workpapers.

Mr. Wilhoit confirmed that market prices lor railroad scrap metals have increased
dramatically since April. Mr. Steininger stated that “the market prices paid for rail and OTM
matenals currently, in August 2008, is sigmificantly higher than the histonical ]AMM]| price
published last April.”

In this market environment, scrap rail and OTM prices from April 2008 do not provide an
accurate or reliable measure of current market value of those track matcrials today. In order to
estimate scrap steel (including re-roll) asset values, RLL.B used prices from April 18, 2008. 'Lhe
Port does not explain why. in its July 11 Feeder Line Application, it used prices from several
months carlicr. The Port’s witness indicates that one of his price sources was “AMM Metal
Market.” However. AMM publishes updated prices on a daily basis, so there was no reason to
use stale historical data from that source. The only other independent source Mr Davis
identificd was Foster Bult Foster 1tself did not, and would not, use such prices in determining the
NLYV of the track assets on the Line. Foster’s General Manager Steininger evaluated the RLB
NLYV and found that its prices were “well below the prices that relay, re-roll, and scrap rail and
OTM matenals are sold for in the current market.” See Attachment 2 at 2. Mr. Steininger
{urther stated that. 1n developing Foster's purchase offer, he used actual current market prices,
not the much lower prices Mr. Davis uscd. See Attachment 2 at 4 (*[1]he prices | use in my
NLYV calculations. and in developing LB Foster™s offer to purchasc the Line, are based upon LB
Foster's actual market transactions and represent 1ts real world knowledge of current market

prices for those materials.”).
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Mr. Davis docs not explain exactly how he arrived at the prices he used However, his
assumed scrap prices do not appear to match the AMM Chicago prices. Based upon my review
of the relevant AMM Chicago index for April 18, 2008, I have determined that he did not use
any of thosc specific prices as his assumed scrap rail or OTM value. The following table
summarizcs arguably relevant AMM Chicago prices for steel rail materials (as I stated
previously, I generally consider the No. 1 Busheling price to be the absolute rock bottom price
floor for actual market prices for scrap rail metals. and would not consider any lower index price
m the current market) for that date *

Table 1
AMM Historical Prices — Chicago April 18, 2008

$/Gross Ton $/Net Ton

No. | Busheling $600.00 $536
No. | RR Heavy Melt $550.00 $491
Rail Crops, 2' max $615 00 $549
Ratl Crops, 18" max $610.00 $545
Rerolling rails $580.00 $518
Other Track Material (O 1 M) $570.00 $509

By contrast, the values Mr Davis assigned to scrap rail and scrap OTM, respectively, were $550
per ton and $450 per ton. See V.S Davis at 9; ¢/ Attachment | at 4 (Wilhoit opinion that if most
relevant AMM index were used, Port’s price for scrap OTM would have been S600 per ton). As
Table | indicates. the prices uscd by Mr. Davis arc not supported by the April 18 AMM
benchmark prices upon which he purported to rely.

I conclude that the Port used some sort of historical price estimates, which do not appear
to reflect the contemporaneous historical AMM index prices. and assumed current prices scveral

months later (in July-August 2008). Morc important, because of the significant increase in

3 The rail crop prices are effectively lower than busheling prices because of the additional cost
1o the seller of cutting the rails into the specificd maximum length
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market prices from last April to the present, the theoretical prices used by the Port’s witness
Dawis very substantially understate the actual current market value of scrap rail and OTM. See
Attachment 1, Appendix (detail supporting Unitrac purchase ofler, shows current market prices),
Attachments 3, 4 (Foster purchase oller detail).

The prices used by Foster and Unitrac to develop their purchase offers provide strong
confirmation that currcnt scrap stecl market prices are far higher than the prices assumed in the
Port’s NLV analysis. As Tablc Il shows. RLB"s reliance upon outdated (and undocumented)
metals prices caused Mr. Davis 1o understate the value of re-roll and scrap matenals by up to

$335 per net ton

Table 11
Item RLB April 2008 ! Unitrac August Foster I Range of
Pricc Estimate : 2008 Market Price | August 2008 Difference |
" ($/Net [on) * ($/Net Ton)! Marhet Price Between Market |
! ($/Nct Ton) Prices and RLB !
1 Est

[

[
90-1b scrap rail (1) 450 ! '
110 Ib reroll rail (j1) 600 !
113 1b scrap rail(yt) 450

1
113 b reroll rail 600 |
(CWR)__ _ : _
119 Ibreroll ranl (j1) | 600 | ! :
13_2_|l'g_s_g_r;ap rail (jt) 450 L ' i
Scrap OTM : 550 | o _

4 Unitrac calculated the sclling market price and then deducted Unitrac’s costs (transportation,
profit. ctc.) to arrive at a net price. T'he first number for cach item in the Unitrac column is 1ts
market price as of August 22, 2008. The sccond number is the net price after cost deductions.
Because the RLB estimate deducts those costs separately, I believe the first Unitrac value should
be used for purposes of comparison. Thus, for example. an “apples-to-apples”™ comparison for
scrap OTM would comparc RLB cstimate of $550/NT with Unitrac’s pricc of $820/NT.
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2. The AMM Price Indices Substantially Understate Market Prices for
Scrap Steel Rail and OTM.

[ understand that the STB has sometimes relied upon American Mctals Market (*“AMM™)
price indices as evidence of the market value ol scrap and reroll quality steel rail assets.
Particularly 1n the current market. AMM indices signilicantly understate actual market values of
such asscts. In my cxperience. the AMM Chicago index prices are consistently lower, and ollen
much lower, than the actual prices at which “scrap™ steel rail materials scll in the marketplace.
I'herefore. while those indices provide convenient benchmarks for following general price
trends, and the “Number 1 busheling™ index provides a reasonable indicator of the absolute floor
(or subfloor) on those prices. the indices™ absolute values are not reliable guides to actual
marketable prices In the last vear. AMM Chicago prices have consistently understated actual
market prices for relevant rail scrap matenals, ofien by substantial margins Mr Wilhoit of
Unitrac confirms my observation and experience. stating that the AMM indices “significantly
undersiate actual markel prices and therelore do not truly reflect what reroll. scrap rail, and OTM
sell for today.” Attachment 1 at 2

During the last year and presently, the most relevant AMM price index for scrap steel rail
and OTM has been the “No 1 busheling™ Chicago index Other scrap and re-roll rail indices
published by AMM simply do not reflect current market prices for this high-demand steel  As
Mr. Wilhoit put 1,

In today s markel. railroad materials are not measured against
scrap markcet values, but rather constitute a commodity of their
own. With a very limited supply of available railway matcrial, the
demands of the marhet have increased their values to historical
levels. When rail and OTM is sold as scrap. 1t is now considered
as #1 bundles or a #1 busheling substitute. There is a tremendous
shortage of raw material such as these because of the demand in

the global market in which we now participate, and the AMM rail
scrap prices significantly understate actual market prices.
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Attachment 1 at 3. Based on my own experience in these markets, and the input of LB Foster’s
and Unitrac’s expericnced cxperts, I conclude that the AMM Chicago index prices significantly
understate current market prices for re-roll and scrap rail and OTM.

Notwithstanding my strong vicw that AMM indices significantly understate the actual
Chicago market prices {or scrap rail and O'TM and reroll rail, 1 applicd AMM index prices to
develop three altemative NIV estimates for each of the iwo Coos Bay Subdivision segments (the
Abandonment Segment and the Vaughn-Danebo segment). For each segment, I prepared one
NLYV estimate based on the applicable AMM metals prices on the date CORP filed its
abandonment application (July 14. 2008), onc using the same AMM index price on August 22,
2008 (one week pnor to the filing of this evidence), and a third using the average of the AMM
valucs at those two endpoints. See Attachments 5. 6, 7, 8

To develop the number and quality of the track asscts for thesc alternative estimatces,

I used the track asset inventory of the Abandonment Segment prepared by Marc Bader for
purposes of obtaining an NLV estimate mn the pending abandonment procceding (see V.S. M.
Badcr, CORP Application, STB DK. No. AB-515 (Sub-No. 2)). and a similar assct inventory
prepared by Mr. Bader in the same manner for the Vaughn-Dancbo Segment. 1 then applied the
AMM Chicago index price for No. 1. busheling on the relevant date (July 14 or August 22).
Because there is no published index for relay rail prices. 1 used the average of the prices for each
weight of rail used by Unitrac and Foster to develop their purchase offers [ belicve such an
average figure rcpresents the best available objective estimate of current market price for relay
rail. I similarly used the average of Foster and Unitrac prices for other NLLV components

{excluding bridge removal).
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The resulung alternative NLVs range from $21,414,587 to $ 21,753,377 for the
Abandonment Segment and $3,415,207 to $3.511,207 for the Vaughn-Dancbo Scgment. See
Attachments 5-6. Thesc alternative cstimates confirm the reasonableness of the NLV reflected in
the FFoster and Unitrac offers, and demonstrate that the NLV estimate preferred by the Port is
vastly understated.

D. The Port’s NLV Estimate Substantially Overstates Net Bridge
Removal Costs.

The Port’s witness assumes that two large bndges would have to be removed if the Line
is abandoned. Without detailing or explaining his cost calculations, Mr Davis assumes removal
ol those bridges would reduce the NLV of the track assets of the Coos Bay Subdivision by more
than $7 5§ million, or approximately 35% of his estimate of the gross liquidation value of the
cntirc Line See V.S. Davis at 11-12 Ths is far and away the largest cost 1tem contained n
Mr. Davis' estimate, cxcceding all of his other costs combined. I find this unsupporied estimated
cost 15 not credible, and evidence developed for CORP by other experienced contractors and
bridge cxperts shows Mr. Davis’ cstimate s far too high.

As | previously stated, 1 do not think the bridges would need to be removed if the Line
were abandoned and salvaged. The Port’s consultant Mr Davis acknowledges that “it is not
unusual for bridges and culverts to be left in place in the event the line is abandoned or converted
to atrail.” V.S. Davisat 12. However, he then assumes, based on an assumption by a
representative of the Port and an ambiguous statement from the Coast Guard, that bridges over
the Siuslaw and Umpqua Rivers would have to be removed. Based on my expenience in other
abandonmcnts and other contexts, and the imponance of such bridges to potential future trail
users, I continue to believe it 1s at best uncertain whether the bridges would be removed

following abandonment See Attachment 10 (Letter from Trust for Public I.ands expressing
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intcrest in purchasing Line for potential use as trail). In addition, in response to an inquiry from
a representative of CORP, the Coast Guard indicated that even if 1t determines a bridge that
obstructs a navigablc watcrway 1s no longer uscd for a land transportation purpose (which
includes use as a trail). there are options short of removal of the entirc span over the walcrway.
See Attachment 9 (responscs of Coast Guard headquarters to questions from CORP
representative)

Because of the disagreement about whether the Coast Guard might require two of the
bridges be removed, 1 asked Foster to include 1n its purchase otler the cost of removing those
bndges (over the Siuslaw River at MP 716 4 near Cushman and the bridge over the Umpqua
River at MP 739.63 ncar Reedsport) Foster's “all-in™ purchasc offer includes the costs and
material salvage values for removal of those two bridges. and therefore reflects a real-world firm
offer to purchase the line if the job included removal of the two bridges Because the costs of
bridge removal and other related costs exceed the salvage valuc of the bridge materials, the net
eflect is to reduce Foster's purchase offer by $2,000,000.°

Because [Foster’s net bridge removal cost detcrmination 1s supported by an actual
purchase ofler for the line — including removal of the bridges —I find 1t very credible. In contrast,
Mr. Davis” estimate, which he admits is “verv preliminary,” and is not supported by an offer to
purchase the line, lacks credibility. 1’ were presented with an actual purchasc offer for the Line
using Mr. Davis’ NLV, I would reject it based on the bridge removal cost cstimate.

‘[ o further test the bridge removal cost estimate submitted by the Port, CORP solicited a

third bid for removal of the two brnidges and retained a leading bridge expert 1o analyze the

* I note that Foster's offer for the Vaughn-Dancbo Segment included an additional cost in the
“bridges™ category of $250,000 See Attachment 4. 1t is not clear what costs account for this
amount. as both of the bridges that arc candidates for removal arc located on the Abandonment
Segment
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bridge component of Mr. Davis’ testimony. RL Staton Companics, a Eugene, Oregon
demolition company with exiensive experience in dismantling and removing bridges over water
and highways, conducted physical inspections of the Siuslaw and Umpqua River Bndges and
developed proposals for removing both bridges. Staton has presented an offer to remove the
portion of both bridges over the navigable walerway, using appropriate methods and safeguards,
for a total price of $2,065.790. See Attachment 8.° Thus. yet another actual proposal by an
experienced contractor demonstrates that the subject bridges can be removed for approximately
40 percent of the theoretical estimate generated by the Port’s consultant. Mr. Davis.

I'he real world proposal developed by an experienced bridge demolition company based
on actual physical inspection of the bnidges provides a far more reliable estimate of the cost of
removing the two bridges than the “very preliminary™ and unexplained estimate of the Port’s
consultant. The fact that a real world contractor’s proposal is less than half the unsupported
estimate furnished by Mr. Davis convinees me that Mr. Davis’ estimate 1s grossly overstated

Another {law in Mr Davis’ bridge removal estimate is that he assumes that the purchascr
of the Line would need to be required to remove both bridges in their entirety, including long
wooden trestle approach segments that have nothing to do with the navigable waters of the
rivers. As 1 understand it. the basis for Mr. Davis’ assumption that the bridges would need to be

removed is that the Coast Guard would requirc removal of the bridges® “obstruction™ of the

® Staton’s offer also includes a proposal to remove both bridge structures in their entirety
(including the portions over land) for a total of $3.029.490 See Attachment 8 Acceptance and
usc of all “bid items” yiclds Staton’s bid for removing the entire structures Staton advised
CORRP that severing the last two items (“Wood trestle over Wet Land™ and *Bridge over
Roads/Highways™), deducting their cost and using the costs for all of the remaining 1tems yields
Staton’s bid for removal of the bridge spans over the waterways only  Both in our discussions
and in Staton’s bid Ictter. Staton made clear that it was offering to perform either the removal of
the entire structures, or only the spans over the waterway. and that 1ts bid for removal of the
bridges over the water was the total bid less the last two components {wood trestles over land
and bridge over roads). See id
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rivers” “navigable waters ™ See V S Davis at 10. Attachment 6. Based on my discussions with
RailAmerica’s Director of Structures and Bridges (who is very familar with the two bridges in
question and inspected them the week of August 18, 2008), and our review of current
photographs and engincering drawings of the bridges, 1 understand that large portions of the
Swslaw River Bridge are not over the river at all, but rather cross adjacent fand and a road. See,
¢ g , CORP Abandonment Application, STB Dkt. No. 515 (Sub-No. 2). Exhibit 4 at 33 (picture
of portion of Siuslaw River Bridge section over land) That land is certainly not “navigable
water,” and there would not seem to be any basis for the Coast Guard to requirc removal of that
portion of the bridge. Mr. Davis seems to acknowledge this common sense conclusion when he
states that the Port’s Martin Callery belicves the Coast Guard would require removal of at lcast
“the swing span portions of those bridges ” See V S. Davis at 10.

If CORP (or the Line’s purchaser) were required to remove only the portion of the
bridges that cross the navigable waters ol the rivers, it would not incur the costs for removing
other portions of the bridge. Staton advised CORP that two components of the Staton bid apply
only to segments of the bridges that do not cross the rivers themselves.” Excluding those two
componcnits {for demolition and removal of wood trestles and bridges over roads) reduces the
Staton Companics” bid by $963.700. 10 $2,065.790. 1his provides strong further confirmation

that the $ 2,000,000 cost for removal of the Siuslaw and Umpqua River Bridges that L.B Foster

7 The two components that consider only positions of the structures that are over land (and thus
do not obstruct the navigablc waterway) arc “Wood Trestle Over Wet Land” and “Brnidge Over
Road/Highways.” CORP’s parent company RaillAmerica specifically asked Staton Companics to
brcakout the portions of the structures costs that arc not over the navigable waterways in a
fashion that would allow determination of Staton’s bid for removal of only thosec portions over
the waterway. As the Staton bid letter indicatcs, other componcnts of the proposal are partially
attributable to removal of the land portion of the bridge

221-
Pettigrew Venified Statement



PUBLIC VERSION

used 1n 1ts purchase offer (and which Fosler developed independently of Staton) is reasonable
and in the appropriate range.®

As a final test of the Port’s bridge removal cost cstimate, CORP retained another bridge
removal cngincer, Timothy J. Maloncy of EKS. Inc.. to provide an cxpert cvaluation of
Mr. Davis’ bridge cost estimate That expert, whose full analysis I understand will be included
elsewhere 1n CORP’s evidence, also concluded that Mr. Davis’ cstimatc has many flawed
assumptions and errors, which result in a very significant overstatement of the net cost of
removing the bridges over the Siuslaw and Umpqua Rivers. The adjustments to Mr. Davis’
estimate applied by bridge demolition expert Mr. Maloney would result 1n 4 net cost of removal
of those sections of the bridges over navigablc watcrways of $2,849,065. See V.S. Maloney at 2.
Even 1f CORP were required to remove the Siuslaw and Umpqua River Bridges in their entirety,
Mr. Maloney estimates that the net cost of doing so would be only $4.244.346. See V.S.
Maloney at 2.

Together, the Staton bid and the bridge removal cost included in the LB Foster purchase
offer convince me that the market price for removal of the bridges over the Siuslaw and Umpqua
Rivers is in the range of $ 2 million to $2.1 million And. they show that the bridge removal cost
assumplion used by witness Davis for purposes of the Port’s NLV is approximately $5.5 million

too high

¥ Using Staton's bridge removal bid, 1 also prepared one additional set of NLV estimates bascd
on AMM metals price indices. See Attachment 7. Those estimates use AMM Chicago metals
prices for July 11, August 22, and the average of those two dates, and also deducts the cost of
removing the “over-the-watcrway™ spans ol the Siwuslaw and Umpqua River Brnidges. Deducting
that $2.065.790 from the average AMM-based NLV estimates yiclds NLVs for the
Abandonment Segment of $19,348,797 10 $19,687,587.
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E. Other Significant Flaws and Errors in the Port’s Estimate

My examination of the Port’s NLV cstimatc identiticd a number of additional flaws and
errors. [ will summarize two of the more significant flaws in this section First, Mr. Davis
plainly overestimated the cost of transporting of salvaged rail materials to sale destinations,
primarily by using a grossly understand material lading weight of rail cars. Specifically,

Mr. Davis assumed that rail cars that typically hold approximately 95-105 tons of scrap rail
matcrial could only hold approximately 77 tons. As Mr. Wilhoit cxplained in more detail, this
assumption resulted in a substantial overstatement of the number of rail cars required to transport
salvaged rail matenal to Chicago for sale, which in turn resulted in a § 442,385 overstatement of
liquidation expenses  See Attachment 1 at 5 and Charts 1 & 2. In addition, mherent in

Mr. Davis’s transportation cost estimate is the assumption that a salvage company would
transport all of the rail on the Coos Bay Subdivision - including the substantial quantitics of
rclay rail that Mr. Davis incorrectly classificd as scrap — all the way to Chicago.” As Mr. Wilhoit
explaincd, this assumption 1s probably not accurate, because when a company actually did this
job, 1t likely would store the relay material at Eugenc and ship it to customers from that location
See Attachment 1 at 5. Because scrap prices are so much higher in Chicago than on the West
Coast, a seller would be willing to incur the additional transportation expense (which would be
more than ofTset by the higher Chicago scrap prices) to transport scrap matenal to Chicago This
is not the casc for relay material. Mr. Wilhoit conservatively estimated that Mr. Dawvis’ incorrect
assumption that relay material would be transported (as scrap) to Chicago overstates

transporiation expense by approximately $140.000. 1 believe that the overstatement of

®Mr Davis misclassificd all relay quality rail as reroll or scrap rail. so he does not expressly
apply a transportation cost for relay quality rail However, because he assumes all rail would be
transported 1o Chicago, he cffectively applied an additional excessive transportation cost to the
misclassilied relay rail.
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transportation costs resulting from the assumption that relay rail would be transported to Chicago
is likely higher than $140.000, because in my cxperience buyers who purchase the rail (not the
seller) generally pay the {reight for transporting the rail to the site where it will be 1nstalled

Second, the Port’s estimate substantially overestimates the percentage of scrap OTM that
would be “lost” during salvage. Mr. Davis assumes that a full 20 pereent of those materials
would be lost during salvage Based on my real world experience, Mr, Davis™ assumed loss
factor is much too high As LB Foster’s Mr. Steininger indicated in his evaluation of the Port’s
NLYV estimate, a more realistic estimatc is that five (5) percent of OTM scrap material from the
Line might be lost (or otherwise be unusable for scrap resalc) in salvage operations. See
Attachment 2 at 3. Correcting this overstatcment and applying market prices would increasc the
NLYV of the Line by approximately $1,608,540. Sce Attachment 2 at 3 and Chart 2.

& &* L ]

Based on my analysis and experience. I conclude that the NLV for track asscts submitted
by the Port 1n this proceeding is flawed in numerous critical respects and doces not provide an
accurate or meaningful estimate of the NLV of the track assets of the Coos Bay Subdivision.
Because of these numerous flaws, the Port’s N1V estimate could not be used as the market
value, or other reasonable liquidation value. for those assets. The actual purchasc offers obtained
by CORP present much more accurate, market-based NLV for the track assets of the Coos Bay

Subdivision
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I, Alan Pettigrew, declare under penalty of perjury that the foregoing is true and correct.

Further, 1 certify that | am qualified and authorized to file this verificd statement.

Alan Pettigre

Executed on Augustgl7, 2008
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~---Original Message-----

From: Alesia.}.Steinberger@uscg.mil [mailto:Alesia.).Steinberger@uscg.mil]
Sent: Thursday, August 21, 2008 3:57 PM

To: Echikson, Thomas G.

Cc: ELgaaly, Hala; Hall, Frank; Den_Boer, Kim

Subject: Bridge Alteration Orders

Thank you for your inquiry. Please sec the attached document which responds to your questions. If you have
further questions, please contact us

Alesia Steinberger

Chief, Alterations & Drawbridge Opcrations
CG-54111

Office of Bridge Administration

U. S. Coast Guard

202-372-1515

----Original Message-----

From: techikson@Sidley.com [mailto-techikson@Sidley.com]

Sent: Thursday, August 21, 2008 9:21 AM

To: ELgaaly, Hala; Sugarman, Shelly; Steinberger, Alesia; Patnaik, Jacob; Jaufmann, Josef, Den_Boer, Kim
Subject: Bridge Altcration Orders

Ladies and Gentlemen:

I have several questions regarding bridge alteration orders and would greatly appreciate hearing back from any
of you who might be able to answer them. This regards a railroad bridge that will bc "abandoned" for rail
transportation. In such circumstances:

1. Am I corrcct that that the the "abandonment” of a bridge for land (rail) transportation would not
automatically result in a Coast Guard order to remove the bridge as an obstruction to navigation? Instead,
would the procedures set forth in 33 C.F.R. Part 116 apply, including evaluation of the costs and navigational
benefits of removal, as well as environmental and histonc impacts?

2. Am [ correct that if a determination is made that the abandoned bridge is an obstruction to navigation, the
Coast Guard could order some alteration of the bridge short of complete removal?

3. Am I correct that the Coast Guard would at most require removal of that portion of the bridge within
"navigable waters"? In other words, those portions of the bridge which span over wetlands or land are beyond

Attachment 9
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the Coast Guard's jurisdiction?
4. If the bridge 1s converted to trail use, would this trail usc qualify as land transportation?

5. Ifthe bridge is required to be removed, how Jong would the Coast Guard allow navigable waters to be
obstructed (by removal equipment) during removal? In other words, would the obstruction from removal
equipment need to be taken down each day, or could 1t remain in place for, say, a week while the removal effort
were continuing?

6. And finally, does the Coast Guard require that cofler dams be used during the removal or alteration of the
bridge or would turbidity curtains suffice?

Thank you in advance for any advice you can provide
Tom Echikson

Thomas G. Echikson
Sidley Austin LLP
1501 K Street, NW
Washington, DC 20005

phone: 202-736-8161
fax:  202-736-8711
techikson@sidley.com
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I have several questions regarding bridge alteration orders and would
greatly appreciate hearing back from any of you who might be able to

answer them. This regards a railroad bridge that will be "abandoned"
for rail transportation. 1In such circumstances:

1. Am I correct that that the "abandonment® of a bridge for land
{rail) transportation would not automatically result in a Coast Guard
order to remove the bridge as an obstruction to navigation? Instead,
would the procedures set forth in 33 C.F.R. Part 116 apply, including
evaluation of the costs and navigational benefits of removal, as well
ag environmental and historic impacts?

Should the Coast Guard find that a bridge over navigable waters is
abandoned and nec longer used for land transportatiocn, the Coast Guard
would contact the bridge owner and notify them that the bridge is
considered in violation of federal law and to constitute an
unreasonable obstruction to navigation. The bridge owner would be
offered the following options:

a) Return the bridge to an active transportation function. The
bridge owner should contact the Coast Guard District Bridge
office to negotiate a reasonable period to return the bridge to
service, After this time is set, the Coast Guard will
periodically monitor the bridge to ensure compliance.

b) Should the bridge owner desire to retain portions of the bridge
in the waterway after removal of the main navigation span, they
should consult with the U. §. Army Corps of Engineersgs. Failure
to obtain Corps’ approval to leave parts of the structure in the
waterway after it has lost its character as a bridge will subject
the bridge owner to remove the bridge in its entirety down to or
below the natural bottom of the waterway or such other elevation
as deemed appropriate by the Coast Guard District Commander in
consultation with the Corps of Engineers.

c) Completely remove the bridge from the waterway at no expense to
the Federal Government. The Coast Guard’s involvement in the
removal process will include early review of the proposed removal
plan that will allow the Coast Guard to notify effected mariners
and to ensure that the reasonable needs of navigation are met
during the removal operations.

The Coast Guard only investigates bridges under 33 CFR 116, pursuant
to alteration under the Truman-Hobbs Act that are actively used
structures. An abandoned bridge does not constitute an active
structure.

2. Am I correct that 1f a determination is made that the abandoned
bridge is an obstruction to navigation, the Coast Guard could order
gome alteration of the bridge short of complete removal?

This option the outlined in option b) above.
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3. Am I correct that the Coast Guard would at most require removal
of that portion of the bridge within "navigable waters®? In other
words, those portions of the bridge which span over wetlands or land
are beyond the Coast Guard's jurisdiction?

Complete removal from the waterway, bank-to-bank. If the owner wishes
to retain a portion of the bridge, see option b) above.

4, If the bridge ip converted to trall use, would this trail use
qualify as land transportation?

Yes, however the owner of the trail now has the responsibility of
maintaining and operating the bridge. If the bridge has a movable
navigation span, the trail owner is reguired to operate the movable
span in accordance with 33 CFR 117,

5. If the bridge is required to be removed, how long would the
Coast Guard allow navigable waters to be obstructed (by removal
equipment) during removal? In other words, would the obstruction from
removal equipment need to be taken down each day, or could it remain
in place for, say, a week while the removal effort were continuing?

The bridge owner would need to coordinate the removal operations with
the Coast Guard District Bridge Office and the local Coast Guard
Captain of the Port to allow safe removal of the bridge while
minimizing the effects on navigation.

6. And finally, does the Coaat Guard require that coffer dams be
used during the removal or alteration of the bridge or would tuxbidity
curtains suffice?

This would be decided on a case-by-case basis and would be coordinated
with the Coast Guard District Bridge Office and the local Coast Guard
Captain of the Port.
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TRUST
P Jor Todd N. Cecil
UBLIC RailAmerica, Inc.
LAND Vice President — Real Estate

o 1355 Central Parkway South

Suite 700
San Antomo, TX 78232

N T August 26, 2008
I'u 'T'llll:l :‘::\I
| r® 2% s Re' Coos Bay Rail Line Abandonment Proceedings
I =12y 1ad
v Dear Todd:

This letter serves to confirm and summarize our meeting of August 25, 2008,
regarding RailAmerica’s pending application before the Surface
Transportation Board to abandon its Coos Bay line from Cordes to Dancbo.

As we stated in our meeting, should the abandonment procced and shouid
there be local support for such an undenaking, The Trust for Public Land
would be very interested in entering negotiations with RaillAmerica to
purchase the rail corridor before 1t 1s abandoned, broken up, and its pieces
sold. Our intention would be to facilitate the rail banking of the corridor,
thereby preserving the community's ability to make decisions about future
uses of the corridor, whether for trail, rail or other purposes

We appreciate the opportunity to speak with you on this matter and to
express our interest in working with you and with local communities to
preserve the corridor.

Sincerely,

'y "(__ o~ L://.’ ~ .‘-‘>

Owen Wozniak
Ficld Representative
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Oregon International Port of Coos Bay -- Feeder Line
Application - Coos Bay Line ol the Central Oregon &
Pacitic Railroad. Inc.

Docket No. 35160

St S et Nt gt

VERIFIED STATEMENT OF TIMOTHY J. MALONEY

My namec is Timothy J Maloney. 1 am the Colorado Regional Manager for Edward
Kracmer & Sons. Inc (“EKS™). My business address is 900 West Castleton Rd, Suite 220, Castle
Rock, CO 80109. Edward Kraemer and Sons, Inc , established in 1911, specializes in the
demolition, rchabilitation, and construction of highway and railroad bridges EKS is considered
a preferred service provider for several railroads throughout the Midwest, and we routinely act as
contractor responsible for demolition of railroad bridges and spans similar to those included in
the scope of work analyzed in this report.

I have a B.S. degree in civil enginecring from the University ol Notre Dame. [ have 18
years of expericnce working 1n heavy construction and demolition projects, focused mainly on
bridge removal and construction. I worked for scveral years as a Project Manager with direct
oversight of the demolition of numerous bridges. For the past six ycars, | have had senor
oversight of the Colorado Region for Edward Kraemer and Sons, Inc., completing roughly
$50 million per year of work in the demolition / rehabilitation / new construction of bridges

I'he purpose of this Verificd Statement 1s to present my evaluation of the net hiquidanon
value (“NLV™) of the Central Oregon & Pacific Railroad (“CORP”)’s bridges over the Siuslaw
and Umpqua Rivers, submitted by the Oregon International Port of Coos Bay (the “Port™) in this

proceeding.
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As indicated below. I received assistance in the development of certain aspects of this
slatement from two experienced engineers from Felsburg Holt & Ullevig (FI1U,” a consulting
firm which specializes in transportation planning, traffic engincering. civil engincering design
and transportation related environmental services). Transportation ngineer Cassandra Gouger
and (for evaluation of en\ironmental permitting costs) Project Manager Stephanie Sangaline.
Descriptions of their rclevant qualifications and experience are included in Attachment 2 to this
Statement

As | explain below. 1 lind that the bridge removal costs submitted on behalt of the Port of
Coos Bay contains numerous flaws. As a result. the estimate grossly overstates the reasonable
net cost of removing the railroad bridges over the Siuslaw and Umpqua Rivers Based on my
review and experience in bridge demolition and removal. and in consultation with FHU. | have
developed a revised estimate of the net cost of removing those structures, which is summanvsed
in the following chart (including removal of truss spans over navigable waterways and other
sections that do not traverse waterways).

Chart 1
Overall Net Cost of Removing Siuslaw And Umpqua Structures

Port/Gene Davis CORP/EKS

Total for Both Bridges Estimate Estimate Difference
Total for Truss $6,108,977 52,849,085 -$3.257,912
Other Sections of Bridge $1,421,523 $1,380,234 -$32,289
Total $7,528,500 $4,238,299 -$3,290,201

I conclude that a reasonable estimate of the net cost for removing the spans of the Siuslaw bridge
over the navigable watcrway is $824.996. and a reasonable net cost estimate [or removing spans
of the Umpqua bridge over the navigable waterway is $2,024.069 As rellected in the table
above (*Total for Truss™ column), my revised total estimated cost of removing the spans of the
two bridges over navigable waterways is $2.849,065.
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L THE INFORMATION PROVIDED BY THE PORT IS INSUFFICIENT TO
SUPPORT ITS ESTIMATE AND IS AT A LEVEL OF GENERALITY
THAT DOES NOT ALLOW MEANINGFUL DIRECT EVALUATION.

o evaluate the Port’s NLV cstimate for the two bridges, 1 reviewed the Verified
Statement of Gene Davis submitied by the Port, and the few workpapers that Mr. Davis’s
“Bridge Removal Cost™ that the Port produced in discovery in this proceeding. At the outset. 1
notc that these very limited two pages of “workpapers™ are inadequate to support Mr. Davis’s
calculations, as they simply list costs he assumed for major categones of tasks and aggregated
processes, but provide no explanation of how he calculated or derived those costs, no backup
documentation for thosc costs, and no other support for his cost calculations. As explained
below, the high level of generality of Mr. Davis™ bridge cost estimate and supporting material
provided by the Port preclude meaningful direct evaluation or testing of its bridge removal net
cost estimate.

A. General Flaws, Lack of Support, and Errors in the Port’s Bridge
Cost Estimatces

The twenty “processes™ listed in Mr. Davis’ workpapers inctude cight lump sum cost
estimates and ninc processes whose cost is labeled “cach.”™ See Davis workpapers However, the
term “each™ 1s no more specific than the lump sum cstimatcs, as “cach” is simply used for
processcs that arc assumed to be identical and repeated multiple times. For example, Mr. Davis
assumcs the process cost to remove one pier is the same for all piers. He itemized pier removal
costs as “each” and multiplicd that item by the 10 piers that needed 1o be removed There is thus
no more specificity in the “cach™ items than in the “lump sum™ 1tems. [t appears the “lump sum™
and “each” proccss labels arc used interchangeably, as some processes descrnibed as “lump sum™

(for examplc “Cut up stecl spans for transport to market”™) are muluplied by the number of times
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they are performed to determine the total assumed cost 1n the same manner as the “each”
processes.

Each of these gencral aggregated “processes™ would have several componcnt tasks. cach
of which consist of equipment, personnel, and logistics whose costs cannot be analyzed or
verified because Mr. Davis provided no itemized breakdowns or support. At bottom, the Port
and its consultant have not provided enough information to show that its bridge NLV estimate is
reasonable or accurate, or to allow a detailed analysis of that estimate

The Port’s estimate included only two at a unit cost: transportation costs and salvage
values. Neither Mr. Davis™ assumed salvage valuc of bridge metals, nor his estimated cost of
transporting those materials, 15 consistent with my cxperience. Mr Davis does not expressly
slate, in the bridge demolition portion of his statement, the location where he assumes the metal
would be scrapped, so there is no basis for me to evaluate his estimaie against real world salvage
and transportation prices. Flsewhere in Mr. Davis™ statement, he assumes that salvaged rail and
other track materials would be scrapped in Chicago for the same price ($450/ton) he assumes for
the bridge scrap metal Mr Davis also assumed a cost for transportation of the scrap metal that
would be much too high if' the steel were sold for scrap in Orcgon or the western region.

This is an cxample of how the lack of information and support provided by Mr Davis
prevents cvaluation of his conclusions Because I do not know the basis of his salvage value
assumplion, 1 cannot offer a rigorous analysis of that assumption, and can only state that the
salvage prices appcar crroncous and mconsistent with my experience and knowledge of the
markets for bridge scrap metal In particular. the salvage value and the transportation cost each
appcars to be oversiated Without more specific information, however, the amount of

overstatement cannot be determined. Solcly for purposes of developing an adjusted estimate of
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net bridge removal cost using the Port’s estimate as a starling point, 1 will use the assumed
salvage values and transportation costs (resulting in a net value at $390/ton) submitted by the
Port’s consultant.'

As illustrated by the salvage value discussion above, the limited information provided by
Mr. Davis is insufficient 1o allow a detailed analysis ol many aspects of his estimate
Nonctheless, my review ol the general information he provided identified several significant
flaws in his analysis and assumplions. First, his cstimates use the same lump sum cost for
removal of rail and ties for both bridges even though onc bridge 15 3,400 feet long and the other

1s less than half that length, at 1,600 feet. Sccond. the tonnages Mr. Davis assumed for concrete

and wood do not reconcile with the “Notes™ supporting each estimate. For example, on the
Umpqua Bridge (Bridge 739.68) cstimate, numbers appear to be rounded up to the nearest
hundred. See Davis workpapers. This degree of rounding causes significant crrors in the
cstimate. The actual total weight of wood for the Umpqua bridge 1s 40 tons, but Mr, Dawvis
assumed 200 tons for purposcs of cstimated removal and transportation costs.

Third, the Port’s estimatc grossly overestimates the cost of lead-based paint abatement
The only portions of the bridges that would require special measures for lead paint are the areas
where the structure would be sheared on site.  In order to address lead paint concerns, arcas of
loose paint and any arcas to be sheared or cut on site would be painted with an encapsulating
paint to prepare for shearing. The encapsulating paint 1s a liquid coating that dries to form a
watertight jackel over the Icad paint Afler shearing, the trusses would be transported by barge to
an off-site location for further shearing into appropriate sizes for transport  The metal could then

be transported and sold for scrap without removal any additional removal of lead paint. ‘The

"1 do not endorse or accept thosc assumptions, and 1 belicve they are lthely incorrect, | would
not usc these salvage values and costs if [ were developing an actual bid for this job.
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short term need to ensure that lead-based paint will not escape into the environment would be
fully addressed and satisfied by this approach.

My cost estimates for this process (using shearing and protective sealing paint) are based
on means and methods commonly used and accepted in the industry. As a result of Mr. Davis’
erroneous assumptions regarding lead paint abatement costs alone, the Port’s estimate overstated
steel span removal costs by approximately $1,260.000.

Fourth, The Port assumed the demolition process would use cofferdams at each of the
concrete piers in the water Cofterdams are not necessary for this project and would be very
expensive to construct. | would usc an acceplable aliemative, turbidity curtains, which are used
to contain and control the dispersion of turbidity and silt gencrated in marine construction, pile
driving. sitc work, and dredging operations. As my workpapers explain, turbidity curtains are
“ideal for demanding applications whether dredging contaminated scdiments or demolishing
bridges.” See Malonev workpapers. The curtains are reusable and I have prepared my estimate
assuming that they would be reused in this project. Each of the two bridges would usc a single
curtain for removal ol all concrete piers that are in the waterway. This curtain would be moved
from picr to picr as removal progressed.

Fufth, the Port’s assumed concrete transportation cost (for disposal) is too high. The
Port’s estimate of $60 a ton cquales 1o an approximate thirieen (13) hour round trip haul. This 1s
unrealistic considering a typical semi truck costs S90 per hour, including driver, gas and
maintenance, and carrics between 20 to 23 tons per haul, or $4.50 per ton per hour. The concrete
material 1s salvageable. recyclable and/or can be used typically near its original sitc as
embankment material. My revision assumes 1.5 hour haul time for concrete transit, plus an

associated fee of $10/1oad
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Sixth, FHU has determined that the Port’s cstimate substantially overstates likely
permitting costs. FIHU's Stephanie Sangaline provided a critique on the permitting costs. THU
has extensive expenience with National Policy Act (NEPA) process, Army Corps of Enginecrs
Permits, and environmental regulators such as Clean Air Act, Clean Water Act, Endangered
Specics Act. and National Historic Preservation Act. Ms. Sangaline determined that permitting
costs have been over estimated by the Port, mostly duc to the crroneous assumption that an
Environmental Assessment would be required. In addition. the person who provided a
permitting cost estimate to the Port stated that it was based “on the Coos Bay Railroad Brdge
only.” This is an enuirely separate bridge that is not involved in this case, and dificrences
between the location and circumstances of the Coos 3ay Bridge and the Siuslaw and Umpqua
River bridges may account for some of the overstatement of permitting costs for removal of the
two river bridges.

The Coast Guard's regional oflice (District Chief Bridge Section Austin Pratt) has
advised FHU that, if the Coast Guard required removal of cither bridge. it would not require a
permit for that removal. See also Maloncy workpapers. Because 1 assume that CORP would not
seek permission 1o leave any portion of the bridge over the navigable waterway in place, there
would be no “altcrnatives™ 1o assess or discuss. Based on the foregoing information and
assumptions and discussions with FHU, a conservative approach would assume that CORP
might be required to scck an individual permit with the Army Corps of Engineers The Coast
Guard has further advised us that because it does not require a permit for bridge removal, it rehes
on the Corps to oversce and coordinate any agency approval that may be required An updated

cost estimate for permitting based on these assumptions has been prepared by FHU with these

-7-
Maloney Venlied Statement



assumptions. See Attachment Onc (fotal permit costs estimated at $150,000, or $75,000 each
bridge)

Because the Port [ailed to provide specitic information sufficient to allow a direct
analysis or evaluation of 11s bridge demolition and removal cost estimate, my staft and I
developed our own independent cost estimate for demolition and removal of the bridges.

I based my analysis on CORP track charts, numerous recent, detailed photographs of the
bridges, my 18 ycars of experience as a railroad and bridge contractor, and consultation with
FHU (who worked with RallAmerica’s Director of Structures and Bridges William Richl). The
remainder of this statcment explains my adjusted estimate, compares it with the generalized
estimate submitted on behalf of the Port, and explains the several flaws and erroneous
assumptions that can be identificd in the Port’s generalized estimate.

IL DESCRIPTION OF THE BRIDGES AND ASSUMPTIONS USED TO
DEVELOP EKS ESTIMATE OF NLV OF BRIDGES

Below, 1 discuss cost estimates for the removal of the entire structure of both bridges.
even though the truss spans arc the only portions over navigable water. which | understand is the
most the Coast Guard might require CORP to remove. Therefore, cost compansons between the
restated costs to Coos Bay’s costs for the entire structure as well as the truss spans alone are
included.

A. Bridge Parameters Used to Develop EKS Estimate

In order to develop accurate removal cost estimates, 1t is important to start with accurate
parameters of the bridges 10 be demolished and removed  Mr. Davis provided no such
information for review or analysis, which again precludes direct evaluation of his bridge removal

cost estimate. Bascd on all of the sources described above. 1 determined that the relevant spans
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and Iengths of the two bridges, which are essential to estimating the costs of bridge removal, are
as lollows.

Bridge 716.40 (Total length of 3,378 feet) (over Siuslaw River)
1 span I'hru Plate Girder — 68 feet

9 spans Open Dech Pile Trestle — 105 feet

1 span I'russ - 200 fect

Swing Span — 295 feet

| span Truss — 200 feet

170 spans Open Deck Pile Trestle — 2510 feet

Bridge 739.68 (lotal length of 1,578 feet) [(over Umpgqua River)
4 span Open Deck Pile 1 restle — 60 feet

8 spans of 125 foot Truss — 1,000 feet

Swing Span — 348 feet

1 span Truss — 125 feet

4 span Open Deck Pile 1 restle — 60 feet

Based on bridge inspection reports and information provided to FHU's Cassic Gouger by
RaillAmerica Director of Structures Bill Richl, we developed the following additional detail and

clarifications concerning the parameters of the bridges™ piles and abutments.

¢ Bridge 716.40 has 184 spans, with the following parameters:
o | span Thru Plate Girder — 68 feet
= ] concrete abutment
= 1 steel pier
o 9 spans Open Deck Pile Trestle — 105 feet
* 9 wood piers
o 1 span Truss — 200 feet
= 2 concrele picrs
o Swing Span 293 fect
® | concrete center pier
o | span Truss — 200 feet
» 2 concrele piers
o 170 spans Open Deck Pile Trestle — 2510 leet
= 170 wood picrs/abutment
o Total Piers by Type
® 6 concrete piers/abutments
= | stecl picr at TPG
= |79 wood piers
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o Bridge 739.68 has 19 spans, with the follow ing parameters:
© 4 span Open Deck Pile Trestle — 60 feet
" 4 wood piersfabutment
o 8 spans of 125 foot Truss - 1,000 fect
* 9 concrele piers
© Swing Span - 348 fect
= ] concrete center pier
o 1 span Truss — 125 fect
s 2 concrete picrs
o 4 span Open Deck Pile Trestle — 60 feet
= 4 wood piers
o Total Piers by 'l ype
= ]2 concrete picrs
= 8 wood picrs
B. Other Necessary Assumptions Used in Developing Revised Estimate

Mr. Davis® very limited workpapers describe only a lew of the assumptions that would be
necessary to develop a meaningtul estimate of the nct costs of removing the two bridges. Below
| summanze those assumptions that I found acceptable and used in developing a revised
estimate. and clarify other assumptions that appear to underlie Mr Davis analysis.

1. Accepted Assumptions.

| accepted Mr Davis assumption that the bridge truss spans weigh approximately 1.5 tons
per foot 1 also accepted his assumption that thru-plate girders weigh approximately .5 tons per
foot

2. Restated Estimate Assumptions and Clarifications

| also made the following additional assumptions. Tic removal costs are included with
the span removal costs. Becausc the tics arc assumed to have salvage value, no disposal costs
are included. This is consistent with Port™s bridge removal cstimate, which did not include any
tie disposal cost. [ assumed that rail and other matenals are removed by the salvapge company
prior to demolition of the bridge, which | understand 1s consistent with the purchase offers CORP
has received from two rail materials salvage companies. This avoids double counting of that
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matcrial in the overall esimate of the NLLV of the track assets of the Line. 1 assumcd a 1.5 hour
round trip haul as the basis for concrete disposal cost estimates.

M. ESTIMATE FOR REMOVAL OF THE BRIDGF. 716.40 OVER SIUSLAW
RIVER NEAR CUSHMAN, OREGON

A. Quantity Errors in the Port’s Removal Cost Estimates.

A number of the quantity assumptions and cstimates used in the Port’s ¢stimate are
incorrect Below, | summarize some of the more significant errors in the Port’s estimate, and
explain adjustments I made to correct those crrors

The Siuslaw structure (including lengthy approaches that are not over the waterway) has
179 timber spans, but the Port’s estimate considered only 161 of those spans. I corrected this
error by estimating the cost for the 170 span approach, and the cost for the 9 span timber section
ol the bridge separately. The Port assumes there are [ive concrete piers under the stecl spans
when there are actually six (one 1s the thru plate girder abutment) My estimate corrects that
erroneous assumplion.

[ belicve that Mr. Davis’ concrete pier size assumptions are much too high. The Port’s
consultant estimates a pier at 20 feet wide. 40 {eet deep and 30 feet tall Bascd upon review of
information provided by Rail America, | find this estimate grossly overcstimates the volume of
concrete. [ estimate that the 11 truss span piers are 8 fect wide by 20 feet deep and 30 leet tall.
and that the swing span per is 20 feet by 20 fect by 30 feet tall In order to estimate the height of
necessary concrete removal, [ scaled the low chord of the bridge to the water surface, 17 feet,
and added the depth of the dredging required in this channel of 12 feet. resulting in at total of
29 feet. 1then added a one foot buffer to allow for dredging operations I estimated the thru
plate girder abuiment at 4 feet by 16 feet by 20 feet. Together, the adjustments described in this
paragraph support my cstimate that the six concrete picrs contain 1.203 cubic yards of concrete.
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I adjusted wood timber s1zes on the bridge based on bridge inspection reports and
information provided by Cassie Gouger of Felsburg Holt & Ullevig, RaillAmerica’s Director of
Structures Bill Riehl is responsible for maintaining CORP bridges. and he provided additional
mnformation bascd upon his inspection of the Siuslaw and Umpqua bridges the week of
August 18, 2008.

Mr, Davis also did not discuss several other important factors affecting matenals
quantities, and hus apparent failurc to consider these factors may have been the cause of some of
his mis-estimates of quantitics of wood and other matenals  For example. the stringers across
the span are 2 scts of 4 stringers centered under cach rail. The individual stringers are 9 inches
wide by 18 inches high, so the amount per foot of wood bridge 1s nine square feet. The bents
consist of caps, piles and braces The Port’s estimate considered only the piles. I calculated the
following bent dimensions and uscd them in my cost cstimate-

Caps = 14” x 14" x 12’ or 14 cubic leet each
=  Piles= 147 x 14 x 395" (total length from bridge inspection report)
= Braces=2-4"x 8" by 15’ for each bent.

The Port’s estimate did not consider the removal of wood fenders on the swing span.

[ estimate that the fender skirting has a volume of 409 cubic fect. which includes the skirting
cross timbers and the pile bracing [ estimate that 125 fender piles (127 diameter) would be
removed. Finally, Mr. Davis® estimate did not specily the weight of the timber. We have
estimated the railroad timbers 10 weigh 67 pounds per cubic foot. based on our expericnce.

Based on that unit weight, the timber spans consist of approximately 1,575 tons of umber and the
swing span fender is 80 tons

B. Cost Comparison for Siuslaw River Bridge.

The following Chart 2 illustrates the diffcrences between my estimated net removal costs

for the Siuslaw Bnidge and the estimate submitted by Mr. Davis on behall of the Port, orgamized
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according to the general cost categorics used in the Port’s estimate | did not include any costs
for rail removal as discussed above. Costs for tic removal and cleanup arc included in the

detailed costs of the other individual cost items. See Maloney workpapers.

Chart 2
Port/Davis CORP/Maloney

Item Estimate Estimate Difference
Permitting $207.000 $75.000 -$132,000
Mob & Demob $200,000 $323,793 $123,793
Remove Rail $15,000 -$15,000
Remove Ties $15.000 -$15,000
Cofferdam $275,000 $58,404 -$216,596
Truss Spans (See Chart 4) $1,842,000 $1,095,471 -$746,529
TPG Span $7.500 $30,254 $22,754
Timber Spans - Section 1 $1,014,000 $52,470 -$961,530
Timber Spans - Section 4 $1,006,567 $1,006,567
Clean Site $50,000 -$50,000
Salvage Steel - Truss -$540,000 -$470,250 $69,750
Salvage Steel - TPG -$15.300 -$15,300

Total $3,085,500 $2,156,410 -$929,090

Another way to identify the areas in which my estimate differs from that provided by

Mr. Davis is to review costs organized by span types. as in Chart 3 below.

Chart 3
Port/Davis CORP/Maloney

ltem Estimate Estimate Difference
Truss over Navigable Water? $1,755,030 $824.998 -$030,034
Thru Plate Girder over Road $26,437 $19,219 -§7.218
9 span Timber Pile Trestle $63,396 $64.467 $1,071
170 span Timber Pile Trestle $1,240,638 $1,247.728 $7.080

Total $3,085,500 $2,156,410 -$929,090

As Chart 3 1illustrates. the largest difference is attributable to the truss span removal costs The
following Chart 4 lists the differences between the costs | developed and those submiited by

Mr. Davis for the scveral processes that are components of the overall cost of truss removal. The

2 The *Truss over Navigable Water” item includes the truss span cost in Chart 4 plus the cost of
cofferdams, stcel salvage valuc and a portion of the mobilization, demobilization and permitting.
See workpapers, including Mafoney 082508.«ls, for details
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lead abatement and transportation cost for concrete disposal make up most of the cost differences

between estimates

Chart 4

Port/Davis CORP/Maloney

item Estimate Estimate

Truss Spans

Remove Truss spans $450,000 $329 472
Remove Piers $375,000 $439,642
Abate Lead-Based Paint $450,000 $120,686
Cut up for Transport $45,000 S0
Transport Steel to market $72,000 $62,700
Transport Concrete to disposal $450,000 30
Remove Fender $29,674
Install Dock $104,961
Total $1,842,000 $1,095,471

[ have included costs for cutting up the steel for market and transporting to disposal within the
“Remove Piers” detailed costs.

IV.  BRIDGE 739.68 OVER UMPQUA RIVER NEAR REEDSPORT, OREGON
Al Quantity Estimate Errors for the Umpqua River Bridge.

As summarized below, Mr. Davis made erronecus assumptions in cstimating Umpqua
River structure matcrials quantitics that are very similar to the crrors he made in estimating
quantities for the Swuslaw River structurc. Mr, Davis’s estimate that the bridge’s steel truss spans
arc 1.220 feet in length is inconsistent with CORP bridge lists and inspection reports. As
discussed above, the actual length of those spans is approximately 1,473 feet. There arc 8 imber
spans on the bridge. Mr. Davis found only 7 of thosc spans. There are eleven steel spans
(counting the swing span as two) instead of the cight assumed by Mr. Davis.

Mr. Davis made several erroneous assumptions concerning the Umpqua River structure’s
concrete piers  There are 12 concrete picrs under the steel spans instead of the ten assumed by

Mr Davis. His assumptions regarding concrele pier size assumptions, that cach picr is 20 feet
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wide, 40 feet deep and 30 feet tall. is much too high  Cassie Gouger provided the actual
dimensions ol the piers for this structure based on information provided by RailAmerica The
pers arc 8 wide by 20 feet decp and 42 fect tall 1 developed the length of the concrete removal
by scaling the low chord of the bridge to the walter surfuce, 18 feet, and adding the depth of the
dredging required in this channcl o 22 fcet, resulting 1n 40 feet | also added a two foot bufter to
allow for dredging operations. The resulting volume of concrete 10 be removed is 3,360 cubic
yards.

As with the Siuslaw estimate, the wood timber quantitics Mr. Davis apparently estimated
for thc Umpqua bridge contained several significant crrors. Here again, | adjusted wood timber
sizes on the bridge based on bridge inspection reports and information relayved by FHU {rom
RailAmerica’s Director of Structures Bill Riehl (who mspected the Umpqua bridge the week of
August 18, 2008). According to the inspection reports, ties on the Umpqua bridge arc
9" x 8" x 10°. Stringers across thc span arc 2 sets of 4 stringers centered under each rail. The
individual stringers are 9 inches wide by 18 inches high. so the amount per foot of wood bridge
is nine square feet The bents consist of caps, piles and braces. Coos Bay only detailed the piles.
The bents have the following dimensions:

= Caps=14"x 14" x 12’ or 14 cubic feet each.
® Piles = 14" x 14" x 395’ (total length Irom bridge inspection report)
* Braces=2-4"x 8" by 15" for each bent

Mr. Davis failed to take into consideration wood fenders on the swing span has wood
fenders that would be removed. The fender skirting 1s estimated at 476 cubic feet, which
includces the skirting cross timbers and the pile bracing. 1 estimated that 146 fender piles (12"

diameter) would need to be removed. Because railroad timbers tvpically weigh 67 pounds per
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cubic foot, the timber spans weigh approximately 60 tons ol timber and the swing span fender is
approximately 131 tons.

B. Cost Comparison for Umpqua Structure

Chart 5 uses Mr Davis’ general processes (o compare the cost estimates he submitted on
behalf of the Port with the estimates I developed for CORP. 1 did not include any costs for rail
removal as discussed above. Costs for tie removal and cleanup are included in the detailed costs

of the other individual cost items. See Maloncy workpapers.

Chart 5
CORP/Maloney

item Port/Davis Estimate Estimate Difference
Permitting $207,000 $75,000 -$132,000
Mob & Demob $200,000 $312,108 $112,108
Remove Rail $15,000 -$15,000
Remove Ties $15,000 -$15,000
Clean Site $50,000 -$50,000
Cofferdam $475,000 $134,797 -$340,203
Truss Spans (See Chart
7) $4,284,000 $2,510,428 -$1,773,572
Timber Spans $52,000 $44,057 -$7,943
Salvage Steel -$855,000 -3994.500 -$139.500

Total $4,443,000 $2,081,889 -$2,361,111

Here again, at a macro level. the largest cost diffcrences between the cost estimate |
developed and that submitted by Mr. Davis are attributable to costs of cofferdams and truss
spans, with the truss spans accounting for the majority of the cost difference. Chart 6 compares
the Port’s estimate and my cstimatc, catcgorized by tyvpe of bridge span. Chart 7 compares the
truss removal cost estimates of the two parties, broken down into the component processes used

by Mr Dawvis
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Chart 6

Port/Gene Davis CORP/EKS

Item Estimate Estimate Difference
Truss over Navigable Water® $4,351,948 $2,024.069 -$2,327,879
8 span Timber Pile Trestle $91,052 $57.820 -$33,232
Total $4,443,000 $2,081,889 -$2,361,111
Chart 7
Port/Davis CORP/Maloney
tem Estimate Estimate
Truss Spans
Remove Truss spans $1,200,000 $737,961
Remove Piers $750.000 $1,220,473
Abate Lead-Based Paint $1.200,000 $267.422
Cut up for Transport $120,000
Transport Steel to market $114,000 $132,600
Transport Concrete to disposal $900,000
Remove Fender $28,508
Dispose of Fender Timber $13,450
Install Dock $101,015
Total $4,284,000 $2,510,428

In summary, I found Mr Davis’ bridge removal cost analysis flawed and unsupported.
‘The revised analysis 1 developed estimates the net removal cost of the bridge spans over
navigablc water at $2,849.065. consisting of $2.024,069 for the Umpqua River bridge and

$824,996 for the Siuslaw River bridge.

3 The I'russ over Navigable Water cost includes the truss span cost in Chart 4 plus colferdams,
steel salvage and a portion of the mobilization, demobilization and permitting. See workpapers,
including Maloney 082508 xlIs, for details.
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L, Timothy J. Maloney, declare under penalty of perjury that the forcgoing 1s true and

correct  Further, [ certify that T am qualified to file this verified statement.

i

J M oney

Executed on August 23, 2008

Subscribed and Sworn 1o before me this 27" day of August, 2008
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Timothy J. Maloney

Professional

Edward Kraemer & Sons, Inc. 2002 to Present
Colorado Regional Manager

Representative Projects Include (complete list available upon request)

$ 83 MM Galena Creek Project — Nevada DOT - Reno, NV - 4
bndges, 3 miles of roadway preparation for new alignment of 1-580

S 92 MM Snowmass Canyon Project ~ Colorado DOT -~
Snowmass, CO- 6 bndges, including two each CIP Post
Tensioned 6-span bnidges

$ 57 MM 1-25 / Weld County Project — CDOT — Ene, CO - 7 miles
of road widening, 5 bndges — demolition of UPRR Span over |-25

$ 31 MM SR 260 / Kohl's Ranch Project — Anzona DOT — Payson,
AZ - 3 miles of road reconstruction, 5 bndges, including 2 each 4
span CIP post tensioned bridges

$ 26 MM 1-25 / Broadway Viaduct — CDOT — Denver, CO - CDOT
Project Management Award — Included demolion of existing 1-25
over BNSF/UPRR

$ 20 MM 1-76/120" Ave Interchange — CDOT — Brighton, CO —~
CDOT Project Management Award — includes 6-span over BNSF
RR

$ 16MM 1-270 Flyover — CDOT — Denver, CO - 2200 K curved
Precast, Post Tensioned spliced girder viaduct

$ 7 MM Fish Screen Facity — Bureau of Reclamation — Grand
Junction, CO

$ 4 MM US-38/ McCaslin Pedestnan Overpass — RTD Park'n'Ride
Facility — Louisville, CO

$ 3 MM Lionshead Skier Bnidge — Vail Resorts — Vail, CO

Edward Kraemer & Sons, Inc. 1998 to 2002
Senior Project Manager

$ 11 Milion Milenmium Bndge / 16™ St Mall Extension ~ cable stay
pedesinan bndge over BNSF / UPRR mainline — Central Platte
Valley Metropofitan District — anver. Co

$ 22 Milon Lower Colfax over Scuth Platte River — bndge
replacement — City & County of Denver — Denver, CO

$ 9 8 Million I-70/ Hidden Valley Interchange — replacement of five
bridges, roadway rehabilitaion — Colorado Dept of Transportation
- Idaho Springs, CO

$ 10 Milhion Soda Creek Bridge Replacement — Co Depariment of
Transportation — Evergreen, CO



Education

F. H. Paschen Group 1992 to 1998
Project Manager / Estimator

$ 40 Milion 1-294 Bridge Replacement and Roadway Widening —
linois State Tollway Authorty - Bensenville, IL

$ 16 Million North Ave Pedestnan Underpass — City of Chicago-
Chicago, IL

$ 6 8 Milhion Columbus Drive Bridge Replacement — Indiana Dept
of Transportahon — East Chicago, IN

$ 27 Milhon Ogden Ave Viaduct Demalition — City of Chicago -
Chicago, IL

$ 3.2 Milion Fox River Bndge Replacement — llincis Dept of
Transportation — Oswego, IL

$ 10.6 Million Santary Sewer System Rehabilitation — Department
of Navy - Great Lakes, IL

J.H. Pomeroy & Co. 1989 to 1992
Project Engineer

$ 16 Milhion Howard LRT Maint Facility — Chicago Transit Authonty
$ 11 Millon Howard East Light Rail Train Yard — CTA

Turner Construction Co. 1988
Assistant Project Engineer

$ 300 Milion United Ailines Terminal, O'Hare Airport, Chicago, IL

University of Notre Dame South Bend, IN
Bachelor of Science, Civil Engineenng May, 1990

Bernie Niznik

Vice President - Construction
East-West Partners

1751 Bassett Circle

Denver, CO 80202

(303) 607-7603

Dennis Largent

Area Engineer

CO Department of Transportation
2000 South Holly Street

Denver, CO 80222

(303} 757-9595

Joseph Scarpelll
Executive Vice President
FH Paschen, S N Nielsen
8725 W Higgins, Suite 200
Chicago, IL 60631
773-444-3474

|scarpeli@fhpaschen com

Don Connors, P.E., S.E.
Transportation Manager
HDR Engineenng, Inc
303 East 17th Ave , # 300
Denver, CO 80203

(303) 764-1538



Cassandra Gouger, PE

Transportation Engineer

Education
B S., Civil Engineenng, Purdue University, 1993

Professional Affiliations
American Railway Engineering and Maintenance of Way Association (AREMA)

Registration
Professional Engineer—Colorado, lllinois, and Wyoming

Background

Ms Gouger has 16 years of railroad expenence with pnvate consulting firms in
main line, yard design, and engineering projects She has participated in design,
prepanng construction plans and specifications, developing contract documents,
and performing construction management
Project Experience
Rail
2 mile siding, Campbell, Wyoming
Supervised and assisted design team in developing construction documents for 2 mile siding for BNSF along their
high density coal route
Vesta Rail Spur, Windsor, Wyoming
in charge of prepanng construction pians and bid documents for a raif spur off of the Great Westem Ratiway of

®l* Colorado to serve Vesta's Blade Factory Responsibilities included rail design, utility coordination, PUC applications
-y for two at-grade crossings, and contractor coordination
¢ 12 miles second main, Bayard to Winters, Nebraska
Currently developing construction plans for 12 miles of second main track for the BNSF, which includes nine bndges
: Cassie 1s responsible for the track design, oversight of drainage, stormwater and bridge designs, coordination of
- topographic and geotechnical surveys, and completion of construction plans and bid documents
Hobson Yard Fueling Tracks, Lincoln, Nebraska
Supervised and assisted design team in preparation of construction plans for the new fueling tacks for the BNSF

. 18 miles of Third Main Track, Walker, Wyoming
. Supervised and assisted design team in construction of third main track from Bill to Walker, Wyoming for BNSF. This
project consisted of design and construction involving grading, drainage structures, track, and signal work.
BNSF Alliance Yard Tracks, Alliance, Nebraska
Supervised and assisted in design and construction of holding tracks involving grading, drainage structures, and
*} track work
, BNSF Angora Bypass Project

Assisted and supervised the preliminary honzontal and vertical layouts and estimate for 26 miles of trackage
including Phase Il and Phase [ll engineenng.



BEREEEAE: Cassandra Gouger, PE
R X" Transportation Engineer

Second Main Track, Whitman, Nebraska

Supervised and assisted design team in preparation of construction plans for 13 miies of second main track for the
BNSF. Work included specifically the upgrade from single main to two mains. .

Second Main Track, Messler, Missouri

Supervised and assisted design team in preparation of construction plans for 10 miles of second main track for the
. Union Pacific Railroad Company from Dexter to Paront and Ardeola to Messler, MO Work included specifically the
upgrade from single track to double frack

150 miles of New Track for BNSF, Peabody and Western Coal in Arizona

Performed preliminary engineenng for 150 miles of new track fo connect BNSF fo Peabody & Westem Coal in
Anzona

Gillette Second Main Track Project, Gillette, Wyoming

" Supervised and assisted design team in preparation of construction plans, specifications, and construction
management for the upgrade of 5 miles of track for the BNSF in Gillette, Wyoming Work included specifically the
. upgrade from single track o double track.

¥%# 3 miles of Second Main, Campbell, Wyoming

%oon  Supervised and assisted design team in preparation of construction plans and specifications for the upgrade of 3
" miles of second mam line extension for the BNSF in Campbefl, Wyoming

' Stampede Pass Project (WCRC Portion), Washington

» Supervised and assisted design team in preparation of construction plans, specifications, and constructicn
management for the upgrade of 130 mifes of track for the BNSF from Cle Elum fo Pasco, Washington Work included
six siding extensions and four buildings (remodels or new construction), along with construction inspection

%1} Hobson Industrial Spur Realignment, Lincoln, Nebraska
Supervised and assisted design team in preparation of construction plans for the realignment of mulhple yard tracks

... % Railroad Engineer Testimony

Member of team which prepared expert engineenng testimony for ten ICC and STB Stand Alone Railroad rate
reasonable cases Seven were completed for BNSF and three for BNSF's predecessors (Burlington Nerthem
§ Railroad and Atchison, Topeka and Santa Fe)

Confidential Preliminary Engincering/ Route Selection / Feasibility Study in the Rocky
Mountain Region

Project Engineer for preliminary honzontal and vertical layout and estimate for 42 miles of trackage for an
independent company.

Confidential Preliminary Engineering / Route Selection / Feasibility Study in the Rocky
- Mountain Region

: Project Engineer for preliminary honzontal and vertical layout and estimate for 220 miles of trackage for an
independent company
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Cassandra Gouger, PE
Transportation Engincer

:  Second Main, Napier, Missouri

Supervised and assisted design team in preparation of construchon plans and specifications for the upgrade of 6
miles of track from Napier to south of Forest City, MO. Work included extension of several existing sidings fo double
4  track for the project length

Construction Inspection

% Construction inspection of a 17.8 miles rail spur and loop track project to serve AECI power plan at Thomas Hill, MO
;  This project consisted of design and construction involving grading, dranage structures, track and signal work

12 Miles of Second Main, Cocolalla, Idaho

Design engineer for 12 miles of second main track from Athol to Cocotalla, ID. This project consisted of design and
construction involving grading, drainage structures, track, signal work and upgrade of existing sidings

'A% Yard Expansion, Alliance, Nebraska

Supervised and assisted design team in preparation of construction plans and specifications for the extension of
multiple yard tracks

CSX 59th Street Intermodal Yard, Chicago, Illinois

"+ Assisted in yard layout and design Responsibilities included drainage, grading, and facilities for this design build
i project
5 Mile Spur, Wyoming

Project Engineer for a 5-mile spur from Lysite, Wyoming to Lost Cabin Gas Plant Completed preliminary and final
3 design plans

Ilighway / Inferchange Design

Broadway Viaduct Replacement, Denver, Colorado

The Broadway Viaduct cames 190,000 vehicles per day across Broadway, RTD's hight raif facilities into Denver, and
the consolidated heavy rail lines of the Union Pacific and Burlington Northem Railroads in south-central Denver Of
e great concem to the Colorado Department of Transportation was the drop in the viaducts structural sufficiency from
"5 4510 23 n one year Spalling concrete, exposed rebar, and other aiments led to the rating Repairs or replacement
of the viaduct became ever more important. The FHU team conducted a condiion survey of the structure and
recommended replacement, followed with a structure selection study, and produced plans for replacement Ms
Gouger assisted in and managed plan production actvities for Phase 1B construction with the assistance of 3
subconsultants

SH 119 Widening, City of Black Hawk, Colorado
After FHU completed the Comprehensive Transportation Plan for the City of Black Hawk, FHU also completed

i preliminary and final designs of widening various sections along SH 119 according to this plan Cassie completed the
final design and plan production of SH 112 widening from Mill to Richman Streets and preliminary design of SH 119
widening from Gregory to the city's proposed facilites at the existing post office site
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Cassandra Gouger, PE
Transportation Engineer

' Studies / Planning
CDOT Railroad Relocation Implementation Study

COOT is conducting a study to develop a rail alternative to eliminate the through train movements from Denver to
Pueblo. Cassie 1s the Team Leader for Rail, which is responstble for altenatives analysis and cost estimating for rail
alignments to bypass the Denver metropolitan area.

North Meadows Drive Extension, Castle Rock, Colorado

Cassie has been responsible for developing roadway altematives for the extension of North Meadows Drive to
interstate 25, via US 85 for the Town of Castie Rock She was responsible for designing the roadway according to
applicable standards and speed restrictions, and estimating costs for inclusion in the North Meadows Extenston to
- US 85 and |-25 System Leve! Study, December 2006. This project has progressed into an Environmental
Assessment, which Cassie will contmue her role as designer of altematives and analysis.

! Valley Highway Environmental Impact Statement, Denver, Colorado

{ The project consisted of producing an Environmental impact Statement along the i-25 corridor from Logan Street to
6th Avenue Interchange, and along 6th Avenue from I-25 to Federal Cassie was responsible for the design
altematives analysis

i’ Miscellaneous
Titan Road Grade Separation, Douglas County, Colorado

The condition at US 85 and Trtan Road consisted of an intersection and two at grade railroad crossings, Union
Pacific (UPRR) and Burlington Northem and Santa Fe{BNSF), approximately 750° apart Colorado Depattment of
Transportation determined that US 85 and Tran Road would become grade separated, which eliminated the at grade
1 rallroad crossing with BNSF This kept the at grade ratiroad crossing with UPRR intact UPRR along with Douglas
County decided fo team in eliminating the at grade crossing. The FHU team coordinated with both agencies to
determine the preferred altemnative for grade separation, submitied PUC application, produced construction
documents. Ms Gouger completed railroad coordination, PUC application, roadway design and managed the plan
i production activihes
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Stephanie Sangaline, PE

Project Manager

Education
B S., Civil Engineering, Colorado Schoo! of Mines, 1989

Professional Affiliations

Amencan Society of Civil Engineers
Association of State Floodplain Managers
Intemational Erosion Control Association

Registration
Professional Engineer—Colorado

Background

Ms. Sangaline has 18 years of experience including agency coordination and
permit application preparation for environmental hydraulic elements associated
with projects which inciude bridges, drainageways, waterway/canal relocations,
structure replacement projects, and the like, Coordination of field personnel,
collection of appropnate data, and compilation of information into the necessary
permit applications and/or reports for submittal fo appropnate Junisdichions.
Agency and junsdictonal coordination includes project and on-site meetings,
public meetings, and property owner meetings as appropnate

Project Experience

BNSF Guernsey Tunnel #2 Daylighting/Extension of Stokes Siding: Environmental
Assessment and Design Project., Guernsey, Wyoming

Project Manager responsible for coordination of an Environmentai Assessment associated with the dayiighting of an
existing raliroad tunnel near Guemsey Reservorr in Wyoming The project locafion was adjacent to the Guemsey

k  State Park and required coordination with several agencies including the Bureau of Reclamation, Army Corps of

- Engineers, Fish & Wildife, Wyoming Game and Fish, Division of State Parks & Histone Sites, Division of Cultural
Resources, Division of Parks & Cultural Resources and three different Native Amencan Liasson representatives for
the ultimate signing of a Memorandum of Agreement between the client and agencies

w2 Other Railroad Lxperience

e Railroad Spur Drainage & Sediment/ Erosion Control Design, Lysite, Wyoming

¢ Miscellaneous Bank Stabilization/Emergency Permitting Projects for BNSF Yellowstone, Rosebud,
Treasure, Custer and Carbon Counties, Montana

BNSF Wetland Drainage Bank Stabilization, Stanton, North Dakota

Siding Extension Impact Assessment, Pierce & Eagles Nest, North Dakota

Norway to Natick Double Main Project, Norway to Natick, Nebraska

BNSF Parallel Main Track Wetland Assessment/Stormwater Management Hingham to Buelow, Montana
BNSF Stomwater Management/Wetland Evaluation for Siding Extension Project Careywood to Athol, Idaho
BNSF Stormwater Management/Wetland Evaluaton and Permitting, Campbell Siding Extension, Campbell, WY
BNSF Stormwater Management/Wetland Evaluation and Permitting, Gillette Siding Extension, Gillette, WY
BNSF Furth Line Change — Wetland Evaluation and Stormwater Management, Firth Nebraska

BNSF Siding Extension Project Permitting, Napier, Missoun

BNSF Siding Extension Project Permitting, Parkwville, Missoun

Washington Central Rallroad' Stampede Pass Siding Extensions, Pascoe to Cle Elum, Washington
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